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HISTORY OF FUNDING 
IN THE 

CALIFORNIA COMMUNITY COLLEGES 



Financial support for the California Community Colleges lias evolved over 
the years, as have the colleges and the purposes they serve. The 
following brief summary traces the evolution of financial support and 
support systems for the colleges. 

1907 - Postgraduate courses in high school were authorized. 

1917 - High school districts of $3 million or more in assessed valuation 
were permitted to establish junior colleges. Fifteen dollars per 
unit of ADA (average daily attendance) was apportioned to 
junior colleges. ADA was computed as for high schools. 

1921 - A district tax for junior colleges was authorized. A state fund 
for junior colleges was established from federal funds. Funds 
were apportioned on the basis of $2,000 per junior college plus 
$100 per ADA on an equal matching basis. 

1931 - Provisions were made for inter-district contracts . The State 
Board of Education was required to approve junior college 
programs before the college was eligible for state support. 
Payment of tuition for students not residing in a district 
maintaining a junior college was made mandatory. 

1935 - A method was established for measuring junior college ADA as a 
minimum of 175 days based upon 15 hours per week with no 
more than one ADA per student. 

1937 - A maximum local tax rate of 35 cents was established. 

1945 - Provisions were made for counting summer session attendance 
for apportionment. 

1947 ~ The concept of state support based upon a foundation program 
was established. There was $2,000 apportionment for each junior 
college with $90 per ADA as basic state aid. Each district 
contributed the amount derived from a 20-cent tax against the 
assessed valuation. If necessary, state e qualization aid was 
added to provide the $200 per ADA level set in the foundation 
program. 

1949 - The unit of junior college ADA was defined as the total number 
of hours of student attendance divided by 525. 

1953 - Separate accounting of the attendance of adults (students 21 

years of age or older enrolled in 10 or fewer class hours) was 
required. Basic state aid and the foundation program were 
increased. 
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Basic state aid and the foundation program were increased 
again, Tlie foundation program was set at $410 per ADA. Basic 
state aid was set at $125. The district's contribution was 
computed on the basis of a 33-cent tax rate on the district's 
assessed valuation. 

The foundation program was increased to $424 per ADA. Basic 
state aid remained at $125. This legislation authorized that, in 
1961, the foundation program would be at $495 per ADA with a 
district contribution equal to 24 cents multiplied by assessed 
valuation. It provided further that in 1961, equalization aid 
could only be computed on the basis of students residing in the 
district. 

The foundation program was set at $628 per resident, non-adult 
ADA. Basic state aid remained at $125. This change required a 
computational local effort equal to 25 cents per $100 of assessed 
valuation. Assessed valuation was modified by the "Collier** 
factor (to compensate for varying assessment rates). A special 
formula was adopted for small distric t s of 1,000 ADA and under . 

Average revenue per student (revenue limit) was specified with 
state and local tax revenues varying as needed to provide the 
specified support. Each district was gu aranteed full funding for 
ADA growth . 

A five percent cap or limit was set on ADA growth. Local 
districts retained the authority to increase local property taxes 
to provide additional revenue. 

A form of tax rate control was re-established. State 
apportionment was provided at an average rate rather than 
according to a foundation program. Assessed valuation of local 
real property increased rapidly. 

Proposition 13 was approved by the electorate limiting the local 
property tax, "Bail out" legislation provided for block grants 
irom the state surplus. Funding was at about seven percent 
below the prior year and was based on revenue received in 
1977-78 rather than on expenditures per ADA . Prior to the 
passage of Proposition 13, community colleges received about 55 
percent of their revenues from local property taxes with the tax 
rate under local control, within limits. Since 1978, community 
colleges have been " state-funded " with a portion of that support 
from the local property tax. The local share of support has 
been between 20 and 32 percent on a statewide basis. The local 
share is no longer set or controlled by local district boards of 
trustees. 

A fixed appropriation of state general fund revenues was set in 
combination with legislatively prescribed local revenues. A base 
year concept was used, again, with an attempt to " equalize " 
funding rates per ADA by changing the rate of inflationary 



allowance for each college. Marginal funding was introduced with 
growth or decline in ADA from one year to the next funded at a 
fraction (about two-thirds) of the average revenue per ADA. 

Each district was assigned an ADA growth cap which, if 
exceeded, would not produce additional state revenues. Growth 
or decline in noncredit ADA is funded at approximately 50% of 
the full credit rate. 

No additional funding was provided for growth or for inflation. 
A $30 million reduction was mandated in "recreational/avocational 
classes . 

Base year funding concept was continued with revenues added 
for increased ADA or subtracted for decline in ADA (at 
incremental rate). Equalization funding was added, if applicable. 
Inflation funding was added. Projected property tax receipts 
were subtracted from the state apportionment share. Small 
district factor was included to adjust small district average 
revenues. For the first time, non-credit classes were funded at 
a different rate than credit classes using a rate of $1,100 per 
ADA. 

General student fees were imposed for the first time. The 
general student fee was set at $50 per semester for students 
enrolled in classes totaling 6 or more credit semester units and 
$5 per unit per semester for students enrolled in classes 
totaling less than 6 credit semester hours. Student fees were 
treated as is the local property tax share of state 
apportionment. Fees were not used to increase general 
apportionment. Total general revenues were determined for each 
district and the amount generated by fees and by local property 
taxes in each district was used to "offset" that amount for each 
district in the state general apportionment. 

Apportionment formulas for COLA, equalization and growth were 
extended through the 1988-89 year. General student fees were 
modified by levying $5 per semester unit for the first 10 units. 
Student health fees which were abolished in 1984, were 
reinstated on a local option basis. (Maximum $7.50 per semester, 
$5 summer.) Matriculation was funded for the first time. 

AB 1725, a comprehensive community college reform proposal, 
was enacted. A "trigger mechanism" was included which held in 
abeyance certain reforms until prescribed increased funding 
levels were provided by the state. One of the provisions of the 
new law was program-based funding. 

Proposition 98 was approved by the electorate providing a 
minimum funding level for K-12 and community colleges. 



An allocation of $70 million of program improvement funds was 
provided which triggered Phase I reforms, including a 
requirement that 33-1/3 to 40% of the money be used to 
transition part-time faculty to full-time status. An additional 
amount of $45 million was provided on a one-time basis. 

A statutory split of Proposition 98 funds between community 
colleges and K-12 was established. 

An additional allocation of $70 million of program improvement 
funds was provided, triggering Phase II reforms, including the 
implementation of program-based funding. 

Enrollment fee increased to $6 per unit for 1991-92 only. 
Program-based funding was implemented. ADA is no longer 
used. Full-Time Equivalent Students (PTES), hesdcount, and 
square footage now used as workload measures. 

Effective January 1, 1993, enrollment fee increased to $10 per 
unit with no 10 unit limitation and a $50 per unit differential fee 
is instituted for holders of BA degree. 

The statutory split of Proposition 98 funds between community 
colleges and K-12 was suspended with community colleges 
receiving a smaller share than required by law. A loan of $241 
million to be repaid from future Proposition 98 funds was 
provided to community colleges. 

The enrollment fee was increased to $13 per unit with no cap on 
the number of units and the differential fee for holders of a BA 
degree was continued at $50 per unit. The statutory split of 
Proposition 98 funds was again suspended. An additional loan of 
$178 million was provided to community colleges. 



PROPOSITION 98 
EDUCATION'S MINIMUM FUNDING GUARANTEE 



In 1988, California voters approved Proposition 98, an initiative that amended 
Article XVI of the State Constitution and provided specific procedures to 
determine a minimum guarantee for annual K~14 funding. The constitutional 
provision links the K-14 funding formulas to growth factors that are also used to 
compute the state appropriations limit (GANN Limit) . 



Guaranteed Revenue for K'12 and Community Colleges 



Proposition 111 (Senate Constitutional Amendment 1), adopted in June 1990, 
among other things, changed some earlier school funding provisions of 
Proposition 98 relating to the treatment of revenues in excess of the state 
spending limit and added a third funding "test" to calculate the annual funding 
guarantee. This third calculation is operative in years in which general fund tax 
revenue growth is weak. The amendment also specified that under Test 2 (see 
below), the annual cost of living adjustment (COLA) for the minimum guarantee 
would be the change in California per- capita personal income, which is the same 
COLA used to make annual adjustments to the state appropriations limit (Article 
XIII B). 



THREE METHODS FOR CALCULATING MINIMUM FUNDING GUARANTEE 

There are currently three tests which determine the minimum level of K-14 
funding. Test 1 guarantees that K-14 education will receive at least the same 
funding share of the state general fund budget it received in 1986-87. Initially, 
that share was just over 40 percent. Because of the major shifts of property tax 
from local government to community colleges and K-12 whicli began in 1992-93 
and Increased in 1993-94, the percentage has now dropped to 33.0% . 



Test 1: 

40.33% of State General Fund (33M, Effective 7/1/93). 
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Test 2 provides that education will recoive as a minimum, its prior-year 

total funding (including state general fund and local revenues) adjusted for 
enrollment growth (ADA) and COLA (per-capita personal income) . 



Test 2: 

Prior Year General Fund Revenue and Property Tax Plus 
Increases for: 

a. Change in Per Capita Personal Income, 

b. Change in K-12 Enrollment. 



A third formula, established pursuant to Proposition 111 as "Test 3," provides 
an alternative calculation of the funding base in years in ^hich State per-capita 
General Fund revenues grow more slowly than per-capita personal income. When 
this condition exists, K-14 minimum funding is determined based on the prior- 
year funding level, adjusted for changes in enrollment and COLA where the 
COLA is measured by the annual increase in per-caplta general fund revenues, 
instead of the higher per-capita personal Income factor. The total allocation, 
however, is increased by an amount equal to one-half of one percent of the 
prior-year funding level as a funding supplement. 



Test 3: 

Prior Year General Fund Revenue and Property Tax Plus 
Increases for: 

a. Change in Per Capita State Revenue -f- .5%. 
Change in K'12 Enrollment. 



In order to make up for the lower funding level \indor Test 3, in subsequent 
years K-14 education receives a maintenance allowance equal to the difference 
between what should have been provided if the revenue conditions had not been 
weak and what was actuaUy received under the Test 3 formula. This maintenance 
allowance is paid in subsequent years when the growth in per-capita state tax 
revenue outpaces the growth In per-capita personnl Income. 

The enabling legislation to Proposition 111, Chapter 60, Statutes of 1990 (SB 88, 
Garamendi), further provides that K-14 education shall receive a supplemental 
appropriation in a Test 3 year If the annual growth rate in non -Proposition 98 
per-capita appropriations exceeds the annual growth rate in per-pupil total 
spending. 
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PROPOSITION 98 SPLIT AMONG SEGMENTS 



Under implementing legislation (AB 198 and SB 98 of 1909), each segment of 
public education (K-12 districts, community college districts, and direct 
elementary and secondary level instructional services provided by the State of 
California) has separately calculated amounts under the Proposition 98 tests. The 
base year for the separate calculations is 1989-90. Each year, each segment is 
entitled to the greater of the amounts separately computed for each under Test 1 
or 2. Should the calculated Proposition 98 guarantee (K-14 aggregated) be less 
than the sum of the separate calculations, then the Proposition 98 guarantee 
amount shall be prorated to the three segments in proportion to the amount 
calculated for each. This statutory split was suspended in 1992-93 and 1993-94. 
In both years, community colleges received less than vas required from the 
statutory split. 

Table 1 below, shows that during 1993-94, excluding the loans, community 
coUeges received $300 million less than was required under the statutory split. If 
the loans are included, then the shortfall from the statutory split is 
approximately $200 million. The difference in the shortfall occurs because the 
1993-94 loan to community colleges was disproportionately large when compared to 
its share of the statutory split. 



TABLE 1 



Excluding Loan 



1993-94 



Statutory 

1989-90 Budget Amount Adjustment 

K-12 $18,787,928 (89.09%) $21,400,000 [90.50%) $21,100,000 $-300,000 

CC 2,301,220 (/0.97%) 2.300,000 ( 9.70%) 2>600,000 ^ 300,000 

Total: $21,089,148 $23,700,000 $23,700,000 $ 0 



II. Including Loan 



1993-94 



Statutory 

1989-90 Budget Amount Adjustment 

K-12 $18,787,928 (89.09%) $22,000,000 (89.80%) $21,800,000 $-200,000 

CC 2.301,220 (70.97%) 2.500,000 (70.20%) 2.700.000 "200, 000 

Total: $21,089,148 $24,500,000 $24,500,000 $ 0 
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1994-95 PERSPECTIVE 



The budgets for community colleges and K-12 for 1994-95 will undoubtedly 
be driven by Proposition 98. Because of the far-reaching, monumental 
impact of the voucher initiative on Proposition 98 and because it is very 
uncertain how it will be implemented if passed; this perspective does not 
include any potential impact from its passage. 

The most difficult aspect of 1994-95 will be to absorb the impact of the 
allocation of one-time funds to both K-12 and community colleges during 
1993-94. This is quantified in Table 1. 

TABLE 1 



1993-94 Allocations 
(In bllllonsl 



CCs K-12 Total 



1993-94 Proposition 98 Funds $2.3 $21.4 $23.7 

One-time Funds [loan & prior year funds) .2 .6 .0 

Fees 

Total: 



2 -2 
$2.7 $22.0 $24.7 



I 
I 
I 
I 
I 
I 
I 
I 
I 

Assuming community college fees remain the safhe, then the combined 

■ amount of funds available from Proposition 98 and students fees during 
1994-95 would be $24.9 billion. Not only would no loan repayment be 
required but the funding would be $400 million short of meeting the 

I 
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While Proposition 98 provided $23.7 billion for 1993-94, the two systems 
were allocated a total of $24.7 billion with $800 million coming from one-time 
funds. These one-time funds were included in on-going apportionments to 
the districts in both systems and thus, must be made up before any 
increases can be provided in 1994-95. One "trailer bill" (SB 399) to the 
1993 Budget Act required that loan repayments to the aggregate K-14 be 
made from Proposition 98 funds after providing normal growth to both K-12 
and community colleges. 

For 1994-95, the inflation and growth rates for Proposition 98 are projected 
to be 1 77% and 2.34% respectively. Combining these and applying them to 
the 1993-94 Proposition 98 guarantee of $23.7 billion gives a 1994-95 
Proposition 98 guarantee of $24.7 billion. Assuming a community col ege 
statutory growth rate of 1.7% and a K-12 growth rate of 2.34% for 1994-95, 
then the community colleges would need $46 million for growth and K- 2 
would need $510 million for growth for a total growth need of $556 million. 
Combining this with the total 1993-94 on-going funds of $24.7 billion gives 
a 1994-95 need of approximately $25.3 billion. 



minimal growth needs of K-14. And these assumptions provide no cost of 
living adjustment to community colleges or K-12 for the third straight 
year. 

One potential saviour for 1994-95 stems from the fact that Proposition 98 
has required a Test 3 computation for the prior two years. When Test 3 is 
used, the Proposition 98 base is less than under Test 2 and this shortfall 
in the base must be restored in years when the state's revenue exceeds a 
specified level. This restoration is called the maintenance allowance. If in 
1994-95, the state's per capita general fund revenue increases by just over 
3%, then the required restoration of the maintenance allowance would be 
large enough so that the growth amounts mentioned above would be met 
and a modest amount would be available for loan repayment. If the state 
revenue increase does not materialize, then some other alternative must be 
found. 

Although most of them are less than desirable and some are not likely to 
occur, there are several other avenues available to accommodate the 
potential shortfall of $400 million. These would include: 

1- Provide funds above the Proposition 98 minimum guarantee. 

2. Provide an additional loan. 

3- Provide no growth funds to community colleges. 

4. Reduce community college funding below 1993-94 level. 

5. Reduce K-12 funding per ADA below 1993-94 level. 

6. Increase student fees at community colleges. 

If the overall state budget is tight and cuts are occurring in other 
programs, then Item 1 is not likely to happen. Furthermore, because of 
the dramatic underfunding that now exists in K-12 and because of the 
political sensitivity r Item 5 is also not very likely. 

The aggregate loan for K-14 now stands at ahnost $1.8 billion. This will 
only be increased if the economy clearly shows that significant repayments 
will occur beginning in 1995-96. Thus, Item 2, provides only minimal hope. 
This only leaves the prospect of additional cuts to community colleges 
and/or further increases in student fees. However, it is not likely that 
implementation of Items 3, 4, and 6, would accommodate a shortfall of 
$400 million. The first attempt to address this major problem will be seen 
on January 10, 1994, when the Governor introduces his proposed budget 
for 1994-95. 
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PROGRAM-BASED FUNDING 
Overview 



Background 

Assembly Bill 1725 (Chapter 973, Statutes of 1988) required the Board of 
Governors to develop ''criteria and standards** for a program-based funding 
mechanism, which was to be implemented systemwide on July 1, 1991, or after 
adequate funding for Phase II of AB 1725 had been provided. In March 1990, the 
Board submitted a report on the basic structure of program-based funding to the 
Legislature and the Governor. 

Seventy million dollars was provided for Phase II reforms in the 1990-91 State 
Budget. At its November 1990 meeting, the Board formally certified that 
adequate funding has been provided for Phase II, thereby triggering 
implementation of the final reforms, including program-based funding. 

While the Title 5 regulations included in this booklet include the latest 
amendments, they are based on the Board of Governors March 1990, Report to 
the Governor and the Legislature on Program-Based Funding, which were 
submitted pursuant to Section 84750 of the Education Code (Appendix B), as 
approved in Assembly Bill 1725. Section 84750 states in part: 

The board of governors, in accordance with the statewide requirements 
contained in subdivisions (a) to (j), inclusive, and in consultation with 
institutional representatives of the California Community Colleges and 
statewide faculty and staff organizations, so as to ensure their 
participation in the development and review of policy proposals, shall 
develop criteria and standards for the purposes of making the annual 
budget request for the California Community Colleges to the Governor and 
the Legislature, and for the purpose of allocating the state general 
apportionment revenues, beginning with the budget request for the 1991-92 
fiscal year. 

In developing the criteria and standards, the board of governors shall 
utilize and strongly consider the guidelines and work products of the Task 
Force on Community College Financing as established pursuant to Chapter 
1465 of the Statutes of 1986, and shall complete the development of these 
criteria and standards, accompanied by the necessary procedures, 
processes, and formulas for utilizing its criteria and standards, by 

March 1, 1990, and shall submit on or before that date a report on 
these items to the Legislatut^e and the Governor. 

The report relied heavily on the "work product" of the Task Force on Community 
College Financing, established pursuant to Chapter 1465 of the Statutes of 1986 
(AB 3409) and the Ad Hoc Committee for Community College Financing Reform. 
The committee was convened by the Chancellor s Office to review and build upon 
the work of the task force, and consisted of several task force members 
Chancellor s Office staff, and representatives from MPR Associates (staff 
consultants to the task force). 
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Overview 



The major components of program-based funding are shown in Figure 1. It is 
important to remember that program-based funding is designed as a revenue- 
allocation method. It is not intended to be an expenditure model. While the 
allocation of revenues will be related to individual program categories, community 
college districts will not be required to expend those funds in those categories. 



FIGURE ^ 
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Minimum Funding Level 
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Equalization 



Categories of Operation 

The AB 3409 Task Force was directed to develop a financing mechanism '*which 
would differentiate among the major categories of operating community 

colleges It proposed five major program categories that ultimately were 

prescribed by AB 1725: 

1. Instruction (Credit) 

2. Instructional Services (Credit) 

3. Student Services (Credit) 

4. Maintenance and Operations 

5. Institutional Support 



Workload Measures 

It is necessary to define a ''workload measure" for each of the five categories. A 
"workload measure" is an index used to determine the amount of funding a 
district will receive. In the prior system, for all practical purposes, the only 
workload measure used to determine district funding was the unit of average 
daily attendance (ADA). For program-based funding, Section 84750 specifies the 
following workload measure for each category: 



Category 



Workload Measure 



Instruction (Credit) 



Full-Time Equivalent Students (PTES) 



Instructional Services (Credit) 



PTES 



Student Services (Credit) 



Credit Headcount 



Maintenance and Operations 



Square Feet (Owned and Leased) 



Institutional Support 



Percentage of Total Computed 
Standard Allocation 



Program-based funding is designed to allocate the general State apportionment, 
exclusive of capital outlay and categorical expenditures. It is intended that the 
allocations for special areas such as EOPS and DSPS be kept separate and remain 
categorical. It was agreed that Matriculation funding should remain categorical 
until it was well established and then those funds should be folded into the 
appropriation for program-based funding. 



Probably the most innovative and influential recommendation of the AB 3409 Task 
Force was that standards be developed, refined, and periodically updated for 
each of the five categories of operation. The standards determine the level of 
service and the corresponding level of funding deemed appropriate for each 
category. Along with the categories established for program-based funding, the 
standards provide the justification and rational for the appropriate level of 
funding for community colleges. In addition, the standards furnish a framework 
within which the needs of students receive primary consideration. A detailed 
description of the standards for each of the five categories is contained in Title 
5 regulations, which are included in this booklet. 



Target Allocation 

The target allocation is obtained by calculating the exact cost of funding the 
specific standards in each category on a district-by-district basis. The target 
allocation reflects the level of funding required to achieve the level of service 
defined by the standards in each category. Hov/ever, computing target 
allocations is not a satisfactory procedure for determining the actual allocations 
to each district. The computation is far too complex and contradicts the Board of 
Governors guideline, which calls for simplicity. For that reason, simplified 
standard rates were derived from the target allocation. When applied to the 
applicable workload measures and scale factor, the rates produce approximately 
the same results. This is called the standard allocation. 

Standard Allocation 

The standard allocation is an attempt to find a simple formula that produces a 
close approximation of the amount computed in the target allocation. The goal is 
to have the standard allocation for each category, on a district-by-distnct basis. 



Standards 
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relatively close to the target allocation. In a large majority of the cases, the 
standard allocation is within 3 percent of th target allocation. 



Consideration of She 

In certain program areas, small colleges and districts find that their costs are 
disproportionately higher than those of their larger counterparts. The AB 3409 
Task Force agreed that special consideration should be given to offsetting these 
extra costs for small colleges and districts. Consequently, an extra-cost factor 
reflecting economy of scale has been built into the target allocation based on the 
staff and materials required to open an institution. 

Table 1 shows economy of scale factors for instruction and for student services 
for different size colleges and districts. In addition to the economy of scale 
factors some of the standard allocation formulas include an initial block grant 
which also provides consideration for size. 

TABLE 1 

Program-Based Funding 
Economy of Scale Factors 



Instruction 


student Services 


Credit 




District 




College 


Credit 




District 




College 


FTES 




Factor 




Factor 


Headcount 




Factor 




Factor 


500 


1 


.38899110 


1 


.35134268 


500 


1 


.41540320 


1 


37703888 


1,000 


1 .31403831 


1 


27842145 


1,285 


1 


.33865171 


1 


30236761 


1,500 


1 


.23984163 


1 


20623582 


2,070 


1 


.26258762 


1 


22846230 


2,000 


1 


.16640105 


1 


. 13478579 


2,855 


1 


.18751095 


1 


15532296 


2,500 


1 


.09371659 


1 


.06407136 


3,640 


1 


.11312169 


1 


08294959 


3,000 


1 


.03900351 


1 


.01084147 


4,425 


1 


.03969304 


1 


01151230 


3,500 


1 


.03621754 


1 


.00813101 


5,210 


1 


.03684996 


1 


00874629 


4,000 


1 


.03343158 


1 


. 00542056 


5,995 


1 


.03400688 


1 


00598027 


4,500 


1 


.03064561 


1 


.00271011 


6,780 


1 


.03116380 


1 


.00321426 


5,000 


1 


.02785965 


1 


.00000000 


7,565 


1 


.02832073 


1 


.00044824 


5,500 


1 


.02507368 


1.00000000 


8,350 


1.02547765 


1 


.00000000 


6,000 


1 


.02228772 


1 


.00000000 


9,135 


1 


.02263457 


1 


.00000000 


6,500 


1 


.01950175 


1 


.00000000 


9,920 


1 


.01979150 


1 


.00000000 


7,000 


1 


.01671579 


1 


.00000000 


10,705 


1 


.01694842 


1 


.00000000 


7,500 


1 .01392982 


1 


.00000000 


11,490 


1 


.01410534 


1 


.00000000 


8,000 


1 


.01114386 


1 


.00000000 


12,275 


1 


.01126226 


1 


.00000000 


8,500 


1 


.00835789 


1 


.00000000 


13,060 


1 


.00841919 


1 


.00000000 


9,000 


1 


.00557193 


1 


.00000000 


13,845 


1 


.00557611 


1 


.00000000 


9,500 


1 


.00278597 


1 


.00000000 


14,630 


1 


.00273303 


1 


.00000000 


10,000 


1.00000000 


1 


.00000000 


15,385 


1 


.00000000 


1 


.00000000 



Discretionary Factor(s) 

As mentioned above, the proposed regulations for program-based funding include 
a specific proposal for a factor that reflects the concept that it is more 
expensive to provide a comprehensive program in a small institution. In addition, 
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one of the principles enumerated in Section 58704(f) of the proposed regulations 
recognizes the possible need to add new or refine existing factors for special 
financial consideration to provide incentives for particular programs, services, or 
circumstances^ based on the Boards discretion. 



Noncredlt Funding 

The discussion on noncredit funding is complicated by the fact that most 
noncredit programs are concentrated in a very few districts. In addition, the 
constant comparison with K-12 adult education makes it difficult to accommodate 
in an isolated manner. A major change in funding noncredit programs was 
accomplished in Senate Bill 851 (Chapter 565, Statutes of 1983, which directed 
that all noncredit ADA be funded at the same rate, $1,100). Allowing for 
inflation, this rate has remained constant, and during 1990-91, reached a level 
of approximately $1,648. For most districts, this amount was more than adequate 
to provide for all direct and indirect needs of the noncredit program. 

Section 84750(b)(3) of AB 1725 outlines the method to be used for noncredit 
Full-Time-Equivalent Students (FTES) in the program-based funding model. It 
stipulates that the general district allocations for Maintenance and Operations and 
for Instructional Support are to be computed in a way that includes provisions 
for the noncredit program. It further states that an amount corresponding to the 
allocation for these two categories is to be deducted from the rate for noncredit 
funding. The remainder is deemed to be the noncredit allocation for the combined 
categories of Instruction, Instructional Services, and Student Services. For 
1993-94, the remainder for the three categories is estimated at $1,254. 

A task force has been working on the definition of standards for noncredit 
programs and it is hoped that its report will be entered into consultation within 
the next year. 

Minimum Funding Level 

The Minimum Funding Level for each district will be determined by a method 
very similar to that used in the past. A district's prior-year revenue, as 
adjusted for declins and within the constraints defined in the State Budget Act, 
will become the base revenue for each year. This amount is then divided by the 
funding level needed to reach the full standards based on the same workload. 
The resulting percentage is called the district percent of standard, A statewide 
percent of standard is calculated on the accumulated statewide totals. 

This base revenue will be increased for inflation and any applicable growth. The 
inflation index to be used is identical to that used since 1983. However, each 
high-revenue district will receive inflation on their own average revenue, and 
each low-revenue district will receive inflation on the statewide average revenue. 

As prescribed in AB 1725, adjustments for decline will be phased in over three 
years following the year of decline. Districts with funding above the statewide 
average (statewide percent of standard] will have their revenues adjusted for 
decline over a three-year period at the statewide average rate. Districts with 
funding below the statewide average (statewide percent of standard) will have 
their revenues adjusted for decline over a three-year period at one-half of the 
district average rate. Under certain circumstances, the beginning of the three- 
year period for the reduction of funds will be delayed by one year. 
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For all districts, the adjustment for growth will be at the statewide average rate 
(statewide percent of standard) . In all applicable cases, this will also be 
modified by the scale factor. 



Program Improvement or Equalization 

The program-based funding regulations state that to the extent funds are 
provided, an amount equal to at least 10 percent of the full credit COLA be set 
aside each year for equalization. These funds would be allocated in such a 
manner that the district at the lowest level of funding (compared with the 
standard allocation) would receive equalization dollars until it reaches the district 
at the second-lowest level. These two districts would then receive funds until 
they reach the district at the third-lowest level. This process continues until all 
equalization funds have been exhausted. Should there be more appropriated than 
10 percent of the credit COLA, the excess will be distributed on the basis of 30 
percent for equalization and 70 percent across the board per FTES. 
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PROGRAM-BASED FUNDING 
COMPUTING REVENUE AND PTES 



Computing a district's apportionment revenue under program-based funding 
is a relatively complex procedure. This article attempts to give an insight 
into that procedure in a manner which wifl be understandable to someone 
besides a nuclear physicist. It provides some shortcuts for computing 
revenue. It will not be exact but will allow for approximating revenue in a 
manner which will be adequate for most decision making activities. In other 
words, it will be close enough for government work. Under program-based 
funding, a district's apportionment revenue is computed from the following: 

1. Prior Year Apportionment Revenue (base revenue) 

2. COLA 

3. Program Improvement/Equalization 

4. Growth/Decline/ Restoration 

5. Stability (phases impact of decline) 

If a district did not decline in the prior year, then the district's base 
revenue for the current year will equal the prior year revenue. If a 
district did decline in the prior year, the funds corresponding to that 
decline will be deducted from the base revenue in the current year. 
However, stability funds are provided so the final result is to spread any 
loss from decline in equal installments over a three year period. 

There are four areas where a district's base revenue may be augmented by 
additional funds. The four areas are: Cost of Living Adjustment (COLA), 
Program Improvement, Growth and restoration. The COLA is computed from 
an index which measures the increase due to inflation in governmental 
goods and services. While not allocated, the COLA for 1992-93 was 2.62% 
and for 1993-94, it was 2.05%. For each district, when allocated, the COLA 
is applied to the district's own base revenue or to the statewide average 
revenue, whichever is greater. By using this procedure, a low revenue 
district will not **lose ground" in the application of the COLA. 

Program Improvement, as the term implies, is an allocation that allows a 
district to improve the quality of its programs. The first priority for any 
program improvement funds which are available would be toward 
equalization. Equalization funds are allocated to the districts which are 
defined as low revenue districts. To determine low revenue under 
program-based funding, a standard allocation is computed for each 
district. This is the allocation that a district would need to fund the 
standards defined in program-based funding. Each district's actual 
allocation is then compared with its standard allocation. The district whose 
actual allocation is the lowest percentage of its standard allocation would 
be the first district to qualify for equalization funds. 

Regulations in Title 5 indicate that an amount equal to 10% of the credit 
COLA will be allocated toward equalization. If program improvement funds 
in excess of this are available, the remainder would be distributed with 
30% for equalization and 70% across the board to all districts. For 1993-94, 
no program improvement funds were made available. 
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Funds for growth are now computed in five categories. For the 
Maintenance and Operations category, the growth funds are driven by 
square footage and by full-time equivalent students (FTES) in leased 
space. Except when a new state-approved building is completed, the 
growth in Maintenance and Operations is limited to the greater of the Adult 
Population Change or 1%. When a new state-approved building is 
completed, the total square footage is funded in the growth formula. Any 
growth funds provided for Maintenance and Operations are increased by 
16.55% to provide for indirect overhead costs which are included in the 
Institutional Support category. 

Growth in the Instruction category and the Instructional Services category 
are driven by FTES. A full discussion of the FTES and how an FTES is 
generated occurs later in this paper. Growth funds for the Student 
Services category are driven by new headcount and continuing headcount. 

For a district with one college and more than 10,000 credit FTES and for a 
college in a multi-college district where the college has more than 5,000 
credit FTES, the rates for growth in each category are shown below: 

Instruction: $1,916 per credit FTES. 

Instructional Services: $ 121 per credit FTES. 

Student Services: $ 227 per new credit headcount. 

$ 117 per continuing credit headcount. 

In each case, the amount shown is increased by 16,55% to account for the 
indirect overhead costs which are included in the Institutional Support 
category. Single college districts with less than 10,000 credit FTES and 
colleges in a multi-college district where the college has less than 5,000 
credit FTES are assigned a scale factor which increases the rates listed 
above. As a district or college approaches the 10,000 or 5,000 FTES 
plateau, the scale factor becomes smaller and at the plateau the scale 
factor becomes one. Exact scale factors for various sized colleges and 
districts are shown elsewhere in this booklet. 

For non-credit FTES, a growth rate of $1254 is used in an aggregate 
fashion for the three categories of Instruction, Instructional Services, and 
Student Services. When 16.55% is added to this rate, the non-credit rate 
per FTES becomes $1462. If the FTES is generated in leased space and the 
district shows growth in that workload measure, then another $221 is 
allocated which brings the maximum rate for a non-credit FTES to $1683. 

As decisions are made involving the opening of additional class sections, 
the issue of the corresponding revenue becomes critical. Unless the class 
is offered in a leased facility, the additional section will not generate new 
revenue in the Maintenance and Operations category. To determine the 
exact amount of new revenue individually for the Instruction, Instructional 
Services, and Student Services category is practically impossible. The 
amount of new revenue will depend on whether the students enrolled in a 
new section are new headcount or continuing headcount. Furthermore, if 
the students are enrolled in other classes, then the revenue corresponding 



19 

GO 



to the headcount has already been generatr^d. Nonetheless, it must be 
possible to project an amount of revenue that will be generated when a 
new class section is added. To do this, we have compu ed the growth 
revenue on a statewide basis for the three categories other than 
Maintenance and Operations but including Institutional Support and have 
transited thaJ amount into a single number that gives the average revenue 
per credit PTES. For 1993-94, the average growth revenue per credit 
PTES that will be generated is $2,700. If a class generates two PTES, then 
the additional revenue generated will be $5,400. If the cost of operating 
the class including additional e-<penses in Instruction, nstructional 
Services, Student Services, and Institutional Support does not exceed the 
additional revenue, then from a cost effectiveness standpoint it is worth 
runninq the class. Of course, not all classes are going to be cost 
effec ?ve Our allocation system assumes a tremendous averaging process. 
Some classes generate more revenue than is needed to operate the class 
and some generate less. In addition, if a district is overcap and has 
unfunded PTES, then some classes are generating no revenue. 

To compute the revenue generated by a class using the amount of $2,700 
per credit PTES, you must be able to compute how many H hb are 
generated . 

PTES can be generated under four different formulas: 

1. Positive Attendance 

2. Census Week 

3. Daily Census 

4. Independent Study/Work Experience 
Positive Attendance 

Classec which do not meet on a regular basis or which operate on an open 
entry/open exit basis are counted for PTES under the positive attendance 
format. Also, by law all non-credit courses are counted as Positive 
attendance. In addition, as an option any classes can be or 
PTES under positive attendance. Under positive attendance, the acUjaj 
attendance of each student for each hour is counted. Every 525 hours of 
actuaT attendance counts as one PTES. The number, ^25 's f nved from 
the fact that 175 days of instruction are required each year and a student 
attending classes 3 hours per day for 175 days will be in attendance for 
525 hours. That is, 3 times 175 equals 525. 

If you are operating classes under positive attendance and wish to compute 
ihe PTES you should do the following: Count the total hours of 
attendanc; ^or all students and divide this total by 525. . The result will be 
the number of PTES. 
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census Week 

Classes which meet on a regular basis each week for a full semester or 
quarter are counted for FTES under the Census Week procedure. Under 
the Census Week procedure, the students are counted based on enrollment 
and not based on actual attendance. The count is taken on the Monday 
which is closest to 20% of the way through the semester or quarter. In a 
semester operation this usually occurs during the 4th week. 

Because census weeks are introduced in this procedure, it is necessary to 
find how many weeks occur in a semester. Since there are 175 days of 
instruction in a year and 5 days of instruction in each week, by dividing 
175 by 5 we find there are 35 weeks in a school year. Since there are 2 
semesters, we divide 35 by 2 and find there are 17.5 weeks in each 
semester. 

Therefore, in a semester operation, to compute FTES under the census 
week procedure, do the following: 

(1) Find the number of hours of enrollment during the census 
week. 

(2) Multiply (1) by 17.5. This gives the hours of enrollment for 
the full semester. 

(3) To obtain the number of FTES, divide (2) by 525. 

Example: Suppose a class meets 3 hours per week during the fall 

semester and has W enrollees during the census y/eek. To find 
the FTES follow the 3 steps above: 

(1) 40 enrollees x 3 hours = 120 hours of enrollment in the census 
week. 

(2) 120 X 17.5 = 21f)0 hours of enrollment for the semester. 

(3) 2100/525 = 4 FTES. 

In this example, assuming it is a credit class, the revenue generated 
would be approximately 4 times $2,700, which is $10,800. 



Daily Census 

Classes which meet on a regular basis for at least five days but do not 
meet for a full semester or quarter are counted for FTES under the Daily 
Census procedure. This includes classes held during the summer 
intersession. Summer session classes which meet at least 20% of the time 
prior to July 1, and end after June 30, may be reported in either of the 
two fiscal years that they overlap. For daily census classes the enrollment 
is counted on the day closest to 20% of the way through the course. The 
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number of hours of enrollment is computed for one day only and not for a 
full week. This number is multiplied by the number of days the class will 
be in session. The product is then divided by 525 to obtain PTES. 



Example: Consider a summer class which meets 2 hours per day for 2U 

days. The 5th day will be the census day. Assume MS students 
are enrolled the Sth day. The following 3 steps will compute 
the FTES. 



(1) 45 X 2 = 90 enrollment hours on the census day. 



(2) 90 y 24 days = 2160 enrollment hours for total course. 



(3) 2160/525 = 4.11 FTES 



Independent Study/Work Experience 

For computing FTES in Independent Study and Work Experience courses, 
one weekly student contact hour is counted for each unit of credit in 
which the student enrolls. The computation of FTES is identical to the 
Census Week or Daily Census, whichever is applicable. 

In any case, once the credit FTES is computed then the amount of growth 
funds per FTES will be approximately $2,700. Remember if the college or 
district involved is relatively small, then a scale factor will be applied and 
a larger dollar amount will be generated. Remember also that these funds 
must accommodate costs in four categories: Instruction, Instructional 
Services, Student Services, and Institutional Support. 
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PROGRAM-BASED FUNDING 
QUESTIONS AND ANSWERS 
REVISED SEPTEMBER, 1993 



What is Program- Based Funding? 

For California community colleges, program-based funding determines 
how all general apportionment funds, including base revenue, 
COLA, growth, stability, and program improvement, will be 
distributed to the 71 districts. 

Program-based funding is also a system that determines the revenue 
necessary to operate a district at an appropriate level m the 
following five program categories: 

a. Instruction 

b. Instructional Services 

c. Student Services 

d. Maintenance and Operations 

e. Institutional Support 

How is the necessary level to operate a district determined? 

In each category, standards have been developed and the cost of 
these standards determines the necessary funding. For example, m 
the instruction category, one standard is that a 25 to 1 
student/faculty ratio should be maintained. This standard translates 
into a number of faculty which translates into a number of dollars. 

How close does the current revenue come to funding the standards 
in all five categories? 

On a statewide basis, the current general revenue is approximately 
55% of the cost of all the standards. On a district by district basis, 
the range is from 51% to 66%. Other revenue such as lottery and 
matriculation may also help fund the standards, however, they are 
not included in the program-based funding calculations, if included, 
these would raise the statewide percentage to almost 60%. 

Does program-based funding require that a certain portion of the 
revenue be spent in each category? 

FTES are computed by a census and/or positive attendance 
accounting formula. One FTES is equivalent to 525 class (contact) 
hours of student instruction/activity in credit and noncredit courses. 
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5. 



Is the 50% Law still in effect? 



Yes. The law that requires a district to spend at least 50% of its 
current expense of education on the salaries and benefits of 
classroom instructors, was not affected by program-based funding. 

6. Is it possible that the program-based funding standards, if fully 
funded and implemented in a given district, would be inconsistent 
with the implementation of the 50% law? 

No. Under normal conditions, the cost of the standards, if fully 
implemented, would always result in more than 50% of the funds 
being spent on the salaries and benefits of classroom instructors. 

7. What about the requirement to employ full-time faculty? 

The Board of Governors has adopted a minimum standard involving 
the employment of full-time faculty. Because program-based funding 
and the statute on full-time faculty were both included in AB 1725, 
and because they both involve the budget, the implementing 
regulations were processed through consultation simultaneously. 



8. Will districts be required to employ additional full-time faculty in 
subsequent years? 

The minimum standard (Title S, Section 51025) adopted by the Board 
of Governors requires that beginning in 1992-93, districts must 
increase the number of full-time faculty corresponding to the prior 
year increase in funded credit FTES, provided that the Board of 
Governors certifies that adequate COLA and growth funds were 
allocated in the prior year. The Board of Governors has determined 
that adequate COLA and growth funds were not allocated in 1991-92, 
and 1992-93, and therefore, no obligation for increasing the number 
of full-time faculty will be imposed in 1993-94. 



9. What workload measures are used to determine eligibility for funds 
under program-based funding? 

The workload measures used are credit full-time equivalent students 
(FTES), non-credit FTES, new headcount, continuing headcount, 
square feet of facilities owned or leased 100%, and FTES in space 
leased less than 100%. 



10. How are FTES computed? 

FTES are computed in the same manner as ADA, except the absence 
factor ;..911) and the second census count are no longer applied. 
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Whdn are hdadcount counted? 



Initially, headcount were counted during the census week for the fall 
semester. However, pursuant to regulations adopted in 1992, it was 
determined that an unduplicated headcount during two semesters or 
three quarters be used. Base data became available during 1992-93, 
and the new process is expected to be implemented in the 1993-94 
year. 

Why were the specific workload measures selected? 

These specific workload measures provide the most appropriate and 
simplest measures that identify costs in each category. 

Why was no workload measure identified for the institutional support 
category? 

The workload in institutional support is driven by activity in all 
other categories. Therefore, it was decided to drive the funding in 
this category by applying a set percentage to the funding for all 
other categories. 

What is a low revenue district? 

A low revenue district is a district whose credit revenue as a 
percent of standard, is below the statewide aggregate credit revenue 
as a percent of standard. 

What is a high revenue district? 

A high revenue district is a district which is not a low revenue 
district. 

How IS the cost-of-living adjustment (COLA) determined? 

The COLA is a reflection of the percentage change of the Implicit 
Price Deflator for state and local government purchases of goods and 
services for the United States, as published by the United States 
Department of Commerce, from the fourth calendar quarter of the 
prior year to the fourth calendar quarter of the latest available year 
rounded up to the next hundredth. 

How is the COLA for each district determined? 

For each low revenue district, a COLA is computed based on the 
statewide average. For each high revenue district, a COLA is 
computed based on its revenue. 



18. Will equalization funds be available under program-based funding? 

Yes. AB 1725 defined any additional funds other than COLA and 
growth as program improvement funds. The implementing regulations 
state that at a minimum, an amount equal to 10% of the credit COLA, 
should be allocated for program improvement in a manner that 
achieves equalization. 



19. How will the equalization funds be distributed? 

The percentage that each district's current revenue is of the cost of 
funding program-based funding standards for that district is 
computed. The districts with the lowest percent of standard will 
receive equalization dollars to bring them to the highest percent of 
standard achievable with the funds that are available. 



20. How will growth funds be determined? 

If appropriated in the Budget Act, growth funds will be computed 
by applying the percentage change in adult population (minimum 1% 
or 100 FTES and 150 headcount) to the base workload measures for 
that year. For each workload measure, a rate is applied to convert 
to dollars and then an amount is added for institutional support. 



21. To qualify for maximum growth funds, must growth occur at the 
adult population change for each base workload measure? 

No. The funds for growth are aggregated in two portions. One 
portion includes growth in square footage and PTES in leased space. 
The other portion includes growth in credit FTES, non-credit FTES, 
new headcount, and continuing headcount. In each of the two 
portions, the dollars for growth and/or decline are aggregated, and 
the district will receive this aggregated amount, up to the amount 
computed for the adult population change for that portion. 



22. Are growth funds in the aggregate always restricted to the adult 
population change? 

No. In the maintenance and operations category, if a new state 
approved facility is placed in operation, and the square footage for 
this facility exceeds the square footage allowed under the adult 
population change, then the district is provided growth funds for all 
the square feet in the new facility. Furthermore, the regulations 
allow other factors in addition to the adult population change to be 
used in determining the growth cap. Some other factors have been 
proposed and will be implemented to the extent that funds are 
appropriated. 
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For growth in non-credit FTES, will districts receive the same 
amount as they would have prior to program-based funding? 

The base growth rate per non -credit FTES for instruction, 
instructional services, and student services for 1993-94 is $1'254. 
Adding 16.55% for institutional support brings the rate to $1,462. 
For maintenance and operations a rate of $189.33 (plus 16.55%) is 
provided for each additional FTES in leased space. Combining this 
with $1,462, provides a potential total rate per non-credit FTES of 
$1,683. 



How will the loss of funds due to declines in square footage or FTES 
in leased space occur? 

Any declines that occur in a given calendar year in square footage 
will result in a corresponding loss of revenue in the fiscal year 
which begins on July 1 of the calendar year of the decline. Declines 
that occur in FTES in leased space will result in a corresponding 
loss of funds in the fiscal year in which the decline occurs. 



How will the loss of funds due to declines in FTES and/or headcount 
occur? 

If the aggregate changes in FTES and headcount results in negative 
growth revenue, (i.e., the dollar value of the declines outweigh the 
dollar value of the increases) then, except as noted below, junas 
will be deducted in the three subsequent years immediately following 
the decline. In each case, to provide stability, the loss of funds will 
be spread evenly over the three years. For high revenue districts, 
the loss for credit FTES and headcount will be at the full value, but 
for low revenue districts, the loss will be at 50% of the full value. 
The loss for non-credit FTES is at the same full value for all 
districts. For declines occurring in 1992-93, which were caused by 
the imposition of the differential fee, the loss of funds is relayed for 
one year and will occur in a three-year period beginning m 1994-ys. 



Is any opportunity provided to restore the funds which are lost dui 
to a decline? 

Yes Funds will be allocated subject to availability for any FTES or 
headcount which are restored during the three years when funds 
would otherwise by deducted. 



What are stability funds? 

While we say the fiscal impact of decline is phased oyer three years, 
the program-based funding regulations require that initially the 
funds be totally deducted. Then an augmentation is provided so that 
the result is to phase the fiscal impact over three years. The 
augmentations are called stability funds. 
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How will funds be distributed for supplementally funded programs, 
such as, Basic Skills and GAIN? 

Basic Skills and GAIN will be funded on an PTES basis, where the 
amount per PTES will be computed on a district-by-district basis 
from the revenue computed for each district's growth cap. Por 
maintenance and operations, an amount will be included which is 
equal to the rate for PTES in leased space. In addition, in both 
portions an amount for institutional support will be included. Thus, 
while the computation includes recognition of workload measures for 
all categories, the final rate will only reflect an amount per PTES. 



Are any efforts being made to develop standards for non-credit 
activities? 

A group of non-credit representatives are working on a set of 
standards which will hopefully be submitted into consultation within 
the next year. 



Does program-based funding give any recognition to the extra cost 
involved in operating a small institution? 

Yes. Recognition is given to size and is reflected in the allocations 
for COLA, growth, and equalization. 



How IS recognition given to size in each of the program categories? 

In the Instruction category, a scale factor is applied in computing 
the cost of the standards and in computing the growth allotment. 
This factor phases out for single college districts at 10,000 PTES, 
and for colleges in a multi-college district at 5,000 PTES. Por 
instructional services, recognition for size is given in computing the 
cost of the standards by including a block grant which reflects the 
cost of initiating a program. For student services, both a block 
grant and a scale factor are used. The scale factor phases out for 
single college districts at 15,385 headcount and for colleges in a 
multi-college district at 7,692 headcount. No recognition for size is 
included for maintenance and operations. For institutional support, 
recognition for size is included by virtue of the fact that this 
category is computed as a percentage of all other categories. 



Why is institutional support ^4.2X of the total funds for all 
categories, but 16,55% of the remaining categories? 

The 14.2% is used because the most recent data shows that on a 
statewide basis, institutional support represents 14.2% of the total 
expenditures. That leaves 85.8% (100 minus 14.2) for the remaining 
four categories. If you divide 14.2 by 85.8, you find that 14.2 
represents 16,55% of 85.8. That Is, it represents 16.55% of the 
remaining categories. 
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Subchapter 8. Program-Based Funding 



Article 1. General Provisions 

( S8700. Introduction. 

(«) The critcrit ind Munclnrcls sel forth in ihis whchsptcr shHll serve 
n% the bisw of milking the Howd of Oovcmors •nnuil hudget «que$t for 
the Cilifomiii Community Colleges to the Oovemor ind the IxgisUlurc 
and » the hnn\% for Bovd of OovcTDorsillocationofthe itite gencri] ap- 
portionment revenues. 

( h) For the 1 99 1 «92 fi wml yew the provisions of this luhchipler ■hull 
opcrnle concurrenlly with the provisions of chnptcr 5, article 1 of part 50 
of the Educntion Code, commencing with section 84700. Thereafter, the 
provisions of chapter 5, article 2.5 of part 50 of the Education Code and 
the provisions of this aubchapter shall be the sole basis for budget re- 
quests and allocations of state gencrtl apportionment itvenues. 

tc) Notwithstanding the foregoing, adjuslmenu for prior year appor- 
tionments shall he made using the funding mechanism applied for appor- 
tionment purposes in the year for which adjustments arc made. 
NoTt Auihorily ciitd: Sections 66700. 70901 and 84750. Educition Code. Refer- 
enc?: Section S47S0, Educstton Code. 

IknoaY 

1. Ntm iicctinrt Tikd 5-29-91 undiubmillH (oOAT,6-3-91 for printing only p^ir- 
■unit to Education Code section 70901 .5; operative 6-30-9 1 O^cgistcr 9 1 . No. 
2ft). 

f 58702. Scop* of Subchapter. 

This subchapter applies to the allocation of gencrtl stale apportion- 
ment. 

NoTC: AuthorityciiHiS^ctions 66700. 70901 snd 84750, Education Code. Refer- 
ence: Section 84750, Edticitton Cotk. 

llmoay 

I . New lection Tiled 5-29-9 1 iind sutunitted lo OAL 6-3-91 for printing only pur- 
suint to Education Cod* section 70901.5; operative 6-30-9 1 (Register 9 1 , No. 
28). 

i 58704. Program Based Funding Prlnclpf«t. 

(a) Oenervl funding for community college ditukta shall he prior year 
general apportionment revenue (state and local) adjusted for any amount 
attrihuled to a dericil mechnnism* with revenue adjustments being made 
for innation* incrcaws or decreases in workload measures, program im- 
provement and such other adjustments as are authorized by law. 

(b) The funding mechanism for credit instruction shall he based on the 
calegones of operation provided for in section M750 of the Education 
Code, articles 2-6 of this suhchapter.and such other calejwies of opera- 
lion as may, from lime lo lime, be delemiined by the Le.'jtislalurt, 

(c) The funding mechanism for community college noncrcdil activi- 
ties shall he as specified in section 8475CKhK3)of the Education Code, 
and articles 6 and 7 of this subchapter. 

(d) Sundards delciminc tlie level of service and the corresponding 
fundingdeemed appropriate foreachcategoTy.ThalcofTCBponding fund- 
ing level shall he referred lo as the target allocation. From the target allo- 
cation, a aimptiricd standard ralc(s) shall be derived that when applied to 
the applicable workload mcasurt(s) and scale factor wilt compute ap- 
proximatelj the same ftsult. The atandards applicable to each category 
are as set forth in articles 2-7. 

(e) Recognition shall be given lo small colleges (up to 5.000 credit 
rTnSUndsmalldi8lricls(uptol0.000crcdiirTES)forspccial financial 
consideration to accommodate the additional cost of being smalt. 

(f) The Board ofOnvernnrs mayjn conjunction wilhconsultaiion. add 
new f>r rcrmc existing factors for special Hnancial considcmticn to pro- 
vide incentives for particular programs, services or circumstances. 

(g) Nothing in these regulation«i for atate apportionment allocation 
shall ftquire district goveming boarda lo expend allocated ftventKt in 
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California CommttoUy CoHeges 
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tpccinedcttegoriesof opcnlion ortccordingtoworklotd OKftsureacon- 

Utncd herein. 

(h ) The Chincellor may develop and provide for disiricl uic, »ny pro- 
ceduits, processes tnd foonulis he or she deems necessaiy lo the utiliza- 
tion of the critena and standards specifted herein. 

(i) The prospective funding priority for state budget negotiations shall 

be 

(1 ) base revenues and budget stability, pursuant to sections 5877 1 and 
58776, 

(2) inflation and progmm improvement adjustments pursuant to sec- 
tions 58773 and 58775(a), and 

(3) growth and rtsloration, pursuant to sections58774 and 58777. Res- 
toration .shall be included in priority ( 1) if funds hsve been reserved in the 
base for this purpose. 

Note Authority cited; Scrtkjns 66700. 7090 1 and 84750, Educilicn Code. Refer- 
ence: Section S4750. Education Code. 

History 

l.New teclion filed 5-2Q-91 and fuhmilted loOAL 6-3-91 ftx printing only pur- 
tuant to Education Code section 70901 .5; opeiaiive 6-30-91 (Re|Uter91,NQ. 
28). 

§ 58706. Definitions. 

For purpose!! of this subchapter: 

(a) **Continuing credit enrollment** means the total number of undupli- 
caled students whose attendance is eligible for state support and who are 
•clively enrolled at the reporting college in a credit course for which cen- 
sus attendance accounting is taken as of the census date or for which posi- 
tive attendance is taken and the student has generated at least eight stu- 
dent contact hours of positive attendance or was awarded a half unit of 
ciedii in any primary term, and who were enrolled in a credit coune in 
a previous primary icmi within the last three academic years. 

(b) •'FTES in less than 100% leased space" means the slate aupporlcd 
credit and noncredii PTES generated in facilities leased for less than 
100% of the time (not reported as inventoried space) and paid forby gen- 
enJ purpose funds of the district. 

(c) •*Gk>ss square footage" means the sum of the floor areas of all faci- 
lities of the district reported on the annual inventory in accordance with 
Edtication Code, section 81821. 

(d) •'High revenue di.stricf* means a diitiict that receives a level of 
funding as a percentage of the standard which is higher than the statewide 
average percenl of standard. 

(e) *'Low revenue district** means a district that receives a level of 
funding as a percentage of the standard which is lower than the statewide 
average percent of standard. 

if) "New credit enrollment** means the toul number of unduplicated 
students whose attendance is eligible for slate support and whoare active- 
ly enrolled at the reporting college in a credit course for which census at- 
tendance accounting is taken as of the census date or for which positive 
attendance is taken and the student has generated at least eight student 
contact hours of positive attendance or was awarded a half unit of credit 
in any primary term and who are not continuing credit enrollment m de- 
fmed in subdivision (a). 

NoTt Aulhorityrited: Sections 66700.70901 andM750.EdiicaticnCod€.Refef- 
enct: Section M750, Edtscalion Code. 

HinoaY 

1. New section filed 5-29-91 and submitted to OAL 6-3-91 forprintinf only pur- 
mam to Edocicion Code aection 7090 1 .5; operative 6-30-9 1 (Reg iiter 91 . No. 
21). 

2. Amendment of subsections (a) and (f) filed »- 19-92; operative 9-1 1-92 (Reg. 
MKT 92, No. 34). 



opmcnt. These activities correspond to the California Community 
College Budget and Accounting Manual Classification of Expenditures 
by Activity, activity codes 0100 through 6000. 

NoTC: Authority cited: Sections 66700,70901 and 14750, Educaikw Code. Refer- 
enet: SecUoo M750, Education Code. 

Hisroav 

l.New section filed 5-29-91 and submitted to OAL 6-3-91 for printing on)) pur- 
want to Education Code section 70901 .5; oj>efaijve 6-30-91 (Rcfister 9 1, No. 
28). 

f 58712. Cr«dlt Inttruetton Stsndardt. 

(a) The credit instruction standards per college shall be as follows: 

(1) Teaching facuhy ratio of 75% full-time and 25% hourly. 

(2) The statewide average faculty salaries equal to thoK paid by the 
California Slate University. 

(3) A student/faculty ratio of 25 to 1 . 

(4) An amount equivalent to 21% of instructor salaries for the cost of 
staff support and supplies. 

(5) An amount equivalent to 12.5%of the above standards for academ- 
ic administration. 

(6) An amount equivalent to the average annual expenditure p«r stu- 
dent workload measure for credit instruction of the ten states with the 
higheat annual expenditures per atudem workload for credit instruction. 

(7) The standards derived in aubparagrapha (1) through (6) above, 
shall be adjusted by the scale factor defmed in section 58714. 

(b) The standard rate derived from application of the above standards 
to be used in the 1991-92 allocation process, contained in article 8 of this 
subchapter, for the credit inatnjction category is $3,195.85, as adjusted 
by the scale factor pursuant to section 58714, inc^^ased by the inflation 
adjustment pursuant to tubdivision (a) of seci^ion 58773. For 1992-93 
and each year thereafter, the standard rate shall be the rate used for the 
prior fiscal year increased by the inflation adjustment pursuant to subdi- 
vision (a) of lection 58773. 

NoTC: Authority cited: Sections 66700, 7090 1 and $4750, Education Code. Ref er- 
cnce: Section 14750, Edtica^ Code. 

His7x>av 

1 New secUon filed 5-29-91 and submitted toOAL 6-3-91 for printing only pur- 
suant to Education Code aection 70901.5; openlive 6-30-91 (Reg Uter 9 1 , No. 
28). 

158714. CfMlIt Ingtructlon 9oal« Factors. 

(a) For single college districts: 

(1 ) If credit PTES is less than 2,875, the scale factor is; 
1.4647 - 1.52173913(FTES/10.O0O) + 0.1 51 222(FTES/ 10.000 )- 

(2 ) 1 f credit FIES is greater than or equal to 2.875 and less than or equal 
to 10,000, the scale factor ta: 

1 .0557 1 9298 175 - 0.0557 19298(FrES/10,000) 

(3) If credit FTES is greater than 10,000. the scale factor is 1.0. 

(b) For each college in a multi-<ollege district: 

( 1 ) If credit FTES is less than 2.875, the scale factor is: 
1.4249995135523 - 1.480492<505{FTES/10,000) + 0.14712<FTS/ 

10,000)1 

(2) If credit FTES i s greater than or equal to 2,875 and leu than or eq u al 
to 5,000, the scale factor is: 

1.0271041758361 -0.054209034(FTES/10.000). 

(3) If credit FTES is greater than 5,000, the scale factor is 1 .0. 
NoTt Authority cited; Sect ions 66700, 70901 and 84750, Education Code. Refer- 
ence: Section 84750. Education Code. 

HlOTOHY 

1 . New aection filed 5-29-9 1 and submitted to OAL 6-3-9 1 for printing only pur- 
luant to Education Code section 70901 .5; opemtive 6-30-9 1 (Reti«t*r 9 1 , No. 
28). 



Article 2. Credit Instruction 

( 58710. Dttcrlptlon of Credit Inatructlon Catogory. 

The credit inilruction category of operation includci credit instmc* 
tional activities involving students, academic admin istrstion (adminia- 
tration immef^iately above instnicton). and courae ind cuirictilum devel- 



Artlcle 3. Credit Instructional Services 

1 58720. D#tcription of Crodit Inttnjctlontt S«rvlc«a 
Cotogory. 

The credit initnjctional services category of operation includes li- 
hrary, media, and learning center services that ire suppl^roenul to the in- 
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ttnictional effort. These services correspond to the CilifomiiCommuni- 
ty Collegeii Budget and Accounting MinusI Cltssificstion of 
Expenditures hy Activity, sctivity code 6100. 

Note: Authority cited: Sections 66700, 7090 1 md 84750, Educstion Code. Refer- 
Section S47S0. Edimlion Code. 

HlSTOHY 

I. New jcctionnicd 5-29-91 ind submitted to OAL 6-3-91 for printing only pur- 
fuinl lo Educttion Code leclion 70901 J{;operstivc 6-30-91 (Kef iiler 91, No. 
21). 

( 58722. Credit Int tructlonsl S»rvic«t Standards, 
(■)The credit instmctional services standards per coUege in 1990-91 

dollsjs shall he as follows: 
(1) Library staffing and materials based on the following model: 
(A) The number of faculty librarians identified in Table 1 of acction 

58724 limes the salary; 
{B)The number of support staff identified in Table 1 of section 58724 

limes the salary; 

(C) The number of periodicals identified in Table 1 of icction 58724 
times S73.50; 

(D) 3% of the number of volumes identified in Table 1 of aeclion 
58724 limes S40.32; 

(E) Administrative and fixed costs of $21,777; 
(r ) Per student allocation of SI .89 per PTES; 

(0) Book binding equal lo [(FTES x 0.008) + $2,252) x $19.80, 
(H) Technical processing costs equal to 13% of the number of volumes 

identified in Table 1 of section 58724] x $5.34; 

(1) Contractual sen/ices for on-line bibliographic utility, automated li- 
bmy aystems, and on-line data bases/indexes equal to $71,198. 

(2) Media center staffing and materials based on the following model: 

(A) Thc number of media faculty identified in Table 2of iection58724 
tiices the salary; 

(B) Thc number of auppori staff identified in Table 2 of section 58724 
limes the salary; 

(C) Number oFvideo/film identified in Table 2 of section 58724 times 
3% times $104.66; 



(D) Number of other materials identified in Table 2 of section 58724 
times 3% limes $232.38; 

(E) Per studeirt allocation of $1 .78 per FTES; 

(F) Technical processing costs equal lo 13% of the total number of vi- 
deo/film and other materials identified in Table 2 of section 58724] x 
$4.98. 

(3) Learning center allocations calculated at $56.58 x FTHS. 

(b)The standard rate derived from application of the above standards 
lobe used in the 1991-92 allocation process, contained in article 8 of this 
aubchapter, for the credit instnKtional services category shall be 

( 1) $5 1 1 .474 per college plus $60.41 per credit FFES, both increased 
by the inflation adjustment pursuant to subdivision (a) of section 58773, 
for colleges with less than or equal to 1 ,002 credit FTES, or 

(2) $396,936 per college plus $174,76 per credit PTES, both increased 
by the inflation adjustment pursuant to subdivision (a) of section 58773, 
for colleges with credit PTES greater than 1 .002 and less than or equal 
to 3,303, or 

(3) $308,331 percollege plus $201 .59 per credit PTES, both increased 
by the inflation adjustment pursuant to subdivision (a) of section 58773. 
for colleges with credit FFES greater than 3,303. For 1992-93 and each 
fiscal year thereafter, the standard rate s shal 1 be the rates used for the prior 
fiscal year increased by the inflation adjustment pursuant to subdivision 
(a) of section 58773. 

Ncrrc: Authority rited: Sections 66700, 70901 and 84750. Education Code. Refer- 
ence: Section 84750. Educatiofi Code. 

HmonY 

1. New section fifed 5-29-91 and tubmitiedloOAL 6-3-91 forprintinjj only pur- 
tumt to Education Code sedion 70901 .5; opetitive 6-30-9 1 {Regitter 9 1 , N o. 
28). 



{ 58724. Tablet of Minimum Standards for LIbrarias and 
Media Canters, 

(a) Table 1 consists of ALA/ACRb-AECT described minimum stan- 
dtrds for libraries u follows: 
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TABLE 1 

ALA/ACRL—AECT— Minimum SUndwds for Libwmei {Modified) 



College Size 


Type of Suf f 


Materials 


Faculty 
Libraritn 


Support 


Periodicals 
(A^o. Subscriptions) 


^folume8 
{hlo. on Shelf) 


PTES 


< uooo 


2.0 


3.0 


230 


30,000 


KOOl-3.000 


3.0 


4^ 


300 


40,000 


3,001-5,000 


4.0 


6.5 


500 


60,000 


5,001-7,000 


5.0 


9.0 


700 


ft0,000 


Each Additional IK 


0.5 


1.0 


50 


7^00 



(b) Table 2 consists of ALA/ ACRL-AECT de jcribed minimum ftar- 
dards for media centers as follows: 

TABLE 2 

ALA/ACRL — AECT — Minimum Standards for Media Centers {Modified) 



College Size 


Type of Staff 


Materials 


Media 
Faculty 


Support 


Video/Film 
{No. on Shelf) 


Other 
{No. on Shelf) 


PTES 


< 1,000 


0.5 


1.5 


140 


2,500 


1,001-3.000 


1.0 


3.0 


400 


5,100 


3.001-5,000 


1.5 


4.5 


750 


8,000 


5,001-7,000 


2.0 


6.0 


1,250 


10,000 


Each Additional IK 


0^ 


1.0 


200 


1,000 



Nore. Authority cited: Sccliwis 66700, 70901 wd M750, Education Code. Refer- 
ence: Section M750» Education Code. 

Hotory 

1 . New section filed 5-29-9 1 and submitted to O AL 6^S-91 for printing only pur- 
wmt lo EAicatian Code lection 70901 .5; opcntivc 6-30-91 (Rejiiier 91 , No. 

28). 



Article 4. Credit Student Services 

S 58730. Degcrlptlon of Credit Student Services Cetegory. 

The credit student services category of operation includes the compo- 
ncnte of roBirictjIation, Hnancial aid, placement services, student activi- 
ties and other student services. These services contspond to the Califor- 
nia Community Colleges Budget and Accounting Manual aassification 
of Expenditures by Activity, activity codes 6200 through 6400. 
NoTH: Authority cited: Sectioni 66700. 7Cy90I ■ndg47$0. Education Code. Refer- 
ence: Section S4750, Education Code. 

HtsroKY 

1 . New section filed 5-29-9 1 snd lubmitted to O AL 6- 3-9 1 for printing only pur- 
lutnt lo Education Code iection 70901 .5; opcriUve 6-30-91 Olcgistcr 91 , No. 
2B). 

f 58732. Credit Student Services Standard!. 

(a) The credit itudenl Krvicca standards per college in 1990-91 dol- 
lars shall be as follows: 

(1) Admissions and records at S43.86 per credit hcadcount 

(2) Oricntition: Twenty counselor days for development of materials 
and prepartlion; staff cosU per orientation session equal to 3 houn of a 
counselor, 1 hour of a technician, 3 hours of a student worker, and 16 
hours of clerical support; eighty percent of the fall credit enrollces arc 
served with 50 students in each oricnUlion session; $10.47 for supplies 
for each fall enroUee served. 

(3) Testing and Assessment: One PTE technician plus one PTE cleri- 
cal suff for administration of testing: 
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(A) General testing of 3 tests at one hour each at $41.86 per hour for 
administration; 80<5b of the fall enrollees arc tested with 50 students per 
test session; $4.19 to purchase each test, plus $0.21 lo score each stan- 
dardized test and $19.28 to score each hoiiatic test 

(B) Additional limited English proficiency testing of 2 additional tests 
at one hour each at $83.73 per hour for administration; 5% of the nonex- 
empt fall enrollees are assumed torequire testing with 1 5 students per test 
session; $4.19 to purchase each test, plus $0.21 for scoring; plus $2.09 
per fall enroUcc for noiification cosU. 

(4) Counseling: 

(A) Pre-rcgistration: The PTE counselors plus 25% PTE clerical sup- 
port necessary to counsel each nonexempt new fall emollee on a one-to- 
one hasis for one hour each; 

(B ) Post-^gistration: The PTE counselors plus 25* PTE clerical sup- 
port necessary for student educational plans, gcncial counseling, proba- 
tion counseling, and Basic Skills counseling. Eighty percent of new fall 
enrollees will be counseled for 1 hour and 20 minutes for student educa- 
tional plans. Fifty percent of fall continuing students will be counseled 
for 1 hour of general counseling. Twelve percent of the fall continuing 
students will receive probationary counseling for 1 hour. Basic Skills stu- 
dents will receive an additional 30minutesof counseling. Basic Skills en- 
rollment is estimated to equal 3.5 times Basic Skills PTES. Counselors 
are assumed to average 6.36 hours per day, 75% of which is spent with 
studems. An aHocation of $641 per counselor is calculstcd for supplies. 

(5) Research and Evaluation: 1 PTE researcher plus 1 PTE program- 
mer plus .5 clerical support staff plus $2,093 for supplies. Costs for this 
area are accounted for under institutional support and are not included in 
the standards rates derived in subdivision (b). 

(6) Coordination and Training: 1 PTE administrator plus 1 PTE coor- 
dinator plus 1 PTE clerical support. 

(7>Pinancialaid: 1 PTE director plu s 1 PTE ad visor plus 0.5 PTE tech- 
nician plus 1 PTE clerical support plus $2,764 base fued costs plus 
$31.38 per credit headcount 

73 
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<8) PUccfficni services coti of 1 direcUNr salary plus 1 PTE academic 
staff per 10.000 fall credit eitrollees plus I clerical PTE plus addiiioaal 
1 clerical per 4 academic iLaff members. 

(9) Credit student activities costs of 1 director salary plus 1 FTE aca- 
demic staff per 10,000 fall credit enroUecs plus 1 clerical FTE plus addi- 
tional 1 clerical per 4 academic staff membcn. 

(10) Flat ntc of SS0.04 per credit headcount for additional, tmspecifted 
student services. 

(11) The standards derived in subparagraphs (1). (2). (3), (4). and (10) 
above, shall be adjusted by the scale faaor defined in section S8734. 

(b) The standard rate derived from application of the above standards 
to be used in the 1991-92 allocation process, contained in Article 8 of this 
subchapter, for the ciediJ student services category shall be $617,257 per 
college, increased by the inflation adjustment pursuant to subdivision (a) 
of sect ion 58773. plus $37S. 1 1 pcrnew crcd it enrollment and $ 1 94.59 per 
continuing credit enrollment, both adjusted by the inflation adjustment 
pursuant to subdivision (a) of section 58773 and the scale factor, pursuant 
to section S8734. For 1992-93 and each fiscal year thereafter, the stan- 
dard rates shall be the rales used for the prior fiscal year increased by the 
inflation adjustment pursuant to subdivision (a) of section 58773. 
Noi^ Authority cited: Sectioiu 66700, 70901 md &4750, Educalico Code. Refer- 
ence: Section 847S0. EducstioQ Code. 

Hinoay 

I . New icciioo filed 5-29-^1 ind submiucd lo O AL 6-3-9 1 for printing only pur- 
•uuti lo Educatioo Code section 70901. S; opentive 6-30-91 O^gister 91 , No. 
2S). 

fi &8734. Credit Student SorvlcM Scak Factors. 

(a) For single college districts: 

(1) If credit headcount is less than 4»423, the scale factor is: 
1.4647 - 0.989130434 (Headcount; 10.000} f 0.063&9 (Head- 
count/ 10.000)^. 

(2) If credit heaxlcount is greater tikan or equal to 4,423 and lesa than 
or equal to 15.385. the scale factor is: 

1.055719298175 - 0.036217543 (Hcadcount/10,000). 

(3) If credit headcount is greater than 15.385. the factor U l.C. 

(b) For each college in a muIii-coUcge districu 

<1) If credit headcount is less than 4.423, the scale factor is: 
1.4249995135523 - 0.962320193 (Headcount/ 10.000) 0.06215 
(Headcount/10.000)^ 

(2) If credit headcount is greater than or equal to 4,423 and less than 
or equal to 7.692. the scale factor is: 

1.0271041758361-0.035235871 (Hcadcount/lO.OOO). 

(3) If credit headcount is greater than 7,692. the factor U 1 .0. 
Noit Authoriiy cited: Sectioni 66700. 7090] and «47SO. Educatioo Code. Refer- 
cocr Section 14750, Educatioo Code. 

Hisraay 

1 . New section filed 5-29-9 1 and Submiued lo O AL 6-3-9 1 for printing only pur- 
luint lo Education Code section 70901. S;openuve 6-30-91 (Register 91. No. 
28). 



Article 5. Maintenance and Operations 

i 58740. Description of Maintenance and Oporatlona 
Category. 

The maintenance and operations category of operation includes the ac- 
tivities associated with the general operation and maintenance of build- 
ings and grounds both owned and leased by the dislrict. These activities 
correspond to the California Community Colleges Budget and Account- 
ing Manual aassiGcatioa of Expenditures by Activity, activity code 
6500. 

Norn Authority cited: Seclioos 66700, 70901 md M750, Education Code. Refer- 
coc«: Sectioo t47M). Educatioo Code. 

liisroay 

1 . New section filed 5-29-^ I and submiued to OAL 6^ y-9 1 for printing only pur- 
Mjtnl to Education Code icctioo 70901.5; operative 6-30-91 (Register 91. No. 
2fl). 



1 58742. Malntananca and Oparitlona Standards. 

(a) The maintenance and operations standards are based upon the ex- 
tensive wori done by Clyde Gordon tnd Associates. Inc. for CSV and UC 
systems contained in the report entitled. ''UC/CSU Maintenance Work- 
load Siandu-ds Study - October. 1987.** 

(b) TUc standard rates derived from application of the above standards 
to be used in the 199 1 -92 allocation process, contained in article 8 of this 
subchapter, for the maintenance and operations category shall be $7.39 
per gross square footage of the district owned or leased space under 1 00% 
control plus $315.76 per PTES generated in space that is not under the 
control of the district 100% of the time and is consequently not invento- 
ried, both increased by the inflation adjusuneni pursuant to subdivision 
(a) of section 5S773. For 1992-93 and each fiscal year thereafter, the 
standard rates shall be the rates used for the prior fucal year increased by 
the inflation adjuslmeni pursuant to subdivision (a) of section 58773. 
NoTTE; Auibocity cited; Sections 66700. 70901 and 84750. Eductlion Code. Refer- 
eocc: Section 84750, Education Code. 

HisToaY 

1. New section filed 5-29-91 and submiued to OAL 6- 3-91 for printing only pur- 
iuant lo EducaiioQ Code section 7090 l.S; operative 6-30-91 (Regtsier 91, No. 
28). 



Article 6. Institutional Support 



56750. Description of Institutloruil Support Ctttogory. 

The institutional support category of operation ir>cludes activities as- 
sociated with cuiTtni and future management (plarming and policy mak- 
ing) and the business services operations of the college and/or disbici. 
These activities correspond to the California Community Colleges Bud- 
get and Accounting Manual Ciassification of Expenditures by Activity, 
activity codes 6600 and 6700. 

Note: Authoriiy cited: Sections 66700. 70901 and ^4750. Education Code. Refer- 
ence: Section 84750, Education Code. 

Hisroav 

1 . New section filed 5-29-^ 1 and submiued to OAL 6-3-91 for printing only pur- 
suant to Educatioo Code section 70901 .5; operative 6-30-91 (Kegisier 9 1 . No. 
28). 

i S8752. institutional Support Standards. 

(a) The institutional support standard is 14.2 percent of the amounu 
geneialed in all the categories speciikd in articles 2-7. It is based on ac- 
tual statewide expenditure panems in 1987-88 for the General Institu- 
tional Suppoit and Policy Planning Activity as a percentage of total ex- 
penditures (less ^ital outlay). 

(b) The standard rate derived from application of the above aiandard 
to be used in the 1991-92 and subsequent fiscal years allocation process, 
contained in article 8 of this subchapter, for the institutional support caie- 
gory is \A2% of the revenue generated in categories specified in articles 
2-7. 

Ncnc: Authority cited: Sections 66700.70901 and 84750. Education Code. Refer- 
ence: Section 84750, Education Code. 

Hinoav 

1 . New section fUed 5-29-91 and submitted to OAL 6-3-9 1 for printing only pur- 
ftUftni to Education Code section 70901.5; operative 6-30-91 (Register 91, No. 
28). 



Article 7. Noncredit Activities 



( 5B7$0. Description of Noncr*dIt Activities. 

Noncredit activities include the operations of instruction, insUiictional 
services, and student services for noncredit classes. 
NoTt Authority cited: SccUons 66700. 70901 and 847SO, Education Code. Refer- 
cnce: Section 14750. Educatioo Code. 

HLfroay 

1 . Nrwv lectiofi filed 5-29-9 1 and submiued to OAL 6-3-9 1 for printing only pur- 
suant to Education Code section 70901 .5; operative 6-30-91 (Register 9 K No. 
2i). 
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( 58762. Noncmdlt Activities. 

For the 1991-92 fiscal year, the tinount per noncrcdil PTES shall be 
equal to the amount received for 1990-91 for noncredit average daily at- 
lendance less a proportionftte amount for maintenance and operations, 
and institutional support, plus increases corresponding to the inflation ad- 
justment specified in subdivision (•) section 58773. For the 1992-93 fis- 
cal year and each fiscal year thereaflcr, the amount per nonciedit PTES 
shall be equal to the amount received in the prior fiscal year increased by 
the inflation adjustment pursuant to subdivision (a) of section 58773. 
NoTCi Auihoriiy cited: SccUoni 66700, 70901 and 84750, Education Code. Refer- 
ence: Section 84750. Educatioa Code. 

Hi5roay 

1 . New ledion filed 5-29-9 1 and lubmitted lo O AL 6-3-91 for prinlirg only pur- 
Buant to Education Code teclion 70901.5; operative 6-30-91 (Regifier 91 . No. 
28). 

Article 8. Allocation Process 

§ 58770, Stat© Apportlonmant Procedure. 

(a) The fiscal year revenues for each community college district shall 
be the noncredit base revenues as defined in subdivision (i) of icclion 
58771 , plus the credit base revenues as defined in subdivision (j) of sec- 
tion 5877 K plus the inflation adjustments specified in section 58773, plus 
the woricload adjustments specified in section 58774, plus the program 
improvement adjustment specified in section 58775, plus the budget sU- 
biliiy adjustment specified in section 58776, plus the one-time revenue 
distributed pursuant to subdivision (c) of section 58777. 

(b) For each community college district, the Chancellor shall subtract 
from the revenues determined pursuant to subdivision (k), the local prop- 
erty ux revenue specified by law for general operating support, exclusive 
of bond interest and redemption, and motor vehicle license fees received 
pursuant to section 1 1003.4 of the Revenue and Taxation Code, timber 
yield tax revenue pursuant to section 38905 of the Revenue and Taxation 
Code, and 98 percent of the fee revenues collected pursuant to Education 
Code, section 72252 and moneys received for fees defrayed pursuant to 
subdivision (g) of Education Code section 72252, The remainder shall be 
the state general apportionment for each district 

(c) The Chancellor shall adjust the amount determined pursuant to 
subdivision (b) to provide for prior year adjustments required pursuant 
to section 58134. 

(d) Warrants shall be drawn on the State Treasury by the Controller in 
favor of the treasurer of each county for the allocations certified by the 
Chancellor in accordance with the following schedule, as adjusted by the 
Chancellor in accordance with the prt)visions of subdivision (e): 

(1) Eight pen^nt of district eligibility shall be allocated in July. 

(2) Eight percent of district eligibiUty shall be allocated in August. 

(3) Twelve percent of district eligibility shall be allocated in Septem- 
ber. 

(4) Ten percent of district eligibility shall be allocated in October. 

(5) Nine percent of district eligibiUty shall be allocated in November. 

(6) Five percent of district eligibility shall be allocated in December. 

(7) Eight percent of district eligibility shall be allocated in January. 

(8) The remaining percent of districteligibility shall be allocated in the 
months for February through June on a schedule as certified by the Chan< 
cellor. 

(e) The Chancellor may, upon the demonstrated need of any communi- 
ty college district for increased levels of allocations of state funds in any 
month based on district expenditure patterns and cash flow needs, adjust 
the allocations provided in subdivision (d), provided that the toUl of the 
allocations lo be made between July 1 and Febniary 1 shall not exceed 
70 percent. 

NoTt Authority cited: SecUoiM 66700.70901 «dM750.EducaiionCod«.Refef. 
tnct: Section »4750. Education Code. 

HtSTxmv 

I. New lectionfilH 5-29-9 1 snditibmittfdioOAL 6-3-91 fj^ P'»"^."^«l'y PT* 
Mint lo Education Code section 70901.5; opetaiive 6-30-91 (Regnler 91 , No. 
2t). 
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1 58771 . Base Fiscal Year Ravanuas. 

(a) For the 1991-92 fiscal year, base revenues for each community col- 
lege district shall be the sum of revenues received for the preceding fiscal 
year in accordance with Education Code, section 8470O, funds subject to 
the allocation and expenditure provisions of Education Code, section 
84755, and any unfunded shortage in local revenues identiOed pursuant 
to the provisions of Education Code, section »47 12, less any adjustments 
for declining average daily attendance pursuant to Education Code, acc- 
tions 84702, 84702.5 and 84704 in the preceding fiscal year. 

(b) For the 1992-93 fiscal year and each fiscal year thereafter, base 
revenues for each community college district shall be the sum of the reve- 
nues received for the preceding fiscal year in accordance with section 
58770, exclusive of section 58776 and subdivision (c) of section 58777, 
plus any unfunded shortage in revenues identified pursuant to the provi- 
sions of section 58779, less any adjustment for declining workload mea- 
sures pursuant to 58774 in the preceding fiscal year. 

(c) For the 1991^2 fiscal year, base new credit enrollment shall be the 
actual new credit enrollment of the prior fiscal year. For the 1992-93 fis- 
cal year and each fiscal year thereafter, base new credit enrollment shall 
be the fully funded new credit enrollment of the prior fiscal year, less the 
adjustment for declining new credit enrollment in the preceding fiscal 
year. 

(d) For the 1991-92 fiscal year, base continuing credit enrollment shall 
be the actual continuing credit enrollment of the prior fiscal year. For the 
1 992-93 fiscal year and each fiscal year thereafter, base continuing credit 
eniollmeni shall the fully funded continuing credit enrollment of the 
prior fiscal year, less the adjustment for declining continuing credit enrol- 
lment in the preceding fiscal year. 

(e) For the 1 991-92 fiscal year, base credit FTES shaU be the lesser of 
the actual credit FfES of the prior fiscal year or the product of the actual 
credit WPS of the prior fiscal year multiplied by the ratio of funded credit 
average daily attendance to actual credit average daily attendance for the 
1990-91 fiscal year. For the 1992-93 fiscal year and each fiscal year 
thereafter, base credit FTES shall be the fully funded credit FTES of the 
prior fiscal year, less the adjusunent for declining credit FTES in the pre- 
ceding fiscal year. 

(f) For the 1991^ fiscal year, base noncredit FTES shall be the lesser 
of the actual noncredit FTES of the prior fiscal year or the product of the 
actual noncredit FTES of the prior fiscal year multiplied by the ratio of 
funded noncredit average daily attendance to actual noncredit average 
daily attendance for the 1990-91 fiscal yew. For the 1992-93 fiscal year 
and each fiscal year thereafter, base noncredit FTES shaU be the fully 
funded noncredit FTES of the prior fiscal year, less the adjustment for de- 
clining noncredit FTES in the preceding fiscal year. 

(g) Oross square fooUgc in new facilities may be counted in a fiscal 
year if beneficial occupancy has been certified or the Notice of Comple- 
tion is filed between July 1 and December 3 1 . If beneficial occupancy has 
been certified or the Notice of Completion is filed between January 1 and 
June 30, the increase in gross square fooUge shall be counted in the subse- 
quent fiscal year. For the 1991-92 fiscal year, base gross square footage 
shall be the actual gross square fooUge of the prior fiscal year. For the 
1992^3 fiscal year and each fiscal year thereafter, base gross square 
fooUge shall be the fully funded gross square fooUge of the prior fiscal 
year, less the adjustment for declining gross square fooUge in the preced- 
ing fiscal year. 

(h) For the 1991-92 fiscal year, base FTES in less than 100% leased 
space shall be the actual FTES in less than 100«) leased space of the prior 
fiscal year. For the 1992-93 fiscal year and each fiscal year thereafter, 
base FTES in less than 100% leased space shall be the fully funded FTES 
in less than 100^ leased space of the prior fiscal year, less the adjustment 
for declining FTES in less than 100% leased space in the preceding fiscal 
year. . , 

(i) The noncredit base revenue for each community college district 
shall be equal to the units of base noocredit FTES determined pursuant 
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to lubdiviiion (0. multiplied by the funded gundard i»ic for noncrcdil ac- 
tavtties in ibe prior HmI year, plus the applicable institutional suppost. 

(j) The credit base ttvenue for all five^cateKohet for each community 
college district shall be equal to the district's base revenue detcmuned 
pursuant to subdivision (i) or (b) as appropriau:, less the disuict's noo- 
credit base revenue delcnnincd punuant to subdivision (i). 

(k) Base peicent of standard for the 1991-92 fiscal year shall be 10O 
times the quotient of the sum of the distria*s 1990-9 1 total credit revenue 
plus 1990-91 prognm improvement funds plus a proportionate amount 
of the 1 990-9 1 noncredil rate for maintenance and operations and instiu]- 
tional support minus 16^501 165501 1% of the 1991-92 funding laie per 
base noncr«dit FTES, sll divided by the district's total 1990-91 standard 
fates fof credit instiucuon.instiucUonal services, student services, main- 
tenance and opcFitions, and corxesponding insliUilional support using 
1991-^ base workload measures. 

(/) Base percent of standard for the 1 992-93 fiscal year and each fiscal 
year thercaficr shall be 1 00 times the quotient of the sum of the disuict's 
credit base revenue divided by the district's total standards for the prior 
fiscal year for credit instruction, instructional services, student services, 
maintenance and operaiioas, and corresponding institutional support us- 
ing base workload measures. 

(m) The current year percent of standard shall be 100 times the quo- 
tient of the sum of the disuict's credit base revenue determined pursuant 
to subdivision (j)* ^ credit base inflation adjusUnent determined pur- 
suant to subdivision (c) of section 58773, and the credit growth adjusl- 
meni dclennined puisuantlo subdivision (d) of section 58774, all divided 
by the district's total standards for credit insiniction, instructional ser- 
vices, student services, maintenance and operations, and coiresponding 
institutional support using current year funded workload measures. 
Nort Authority cited: Secuoo* 66700, 70901 aod 84750, Educstioo Code. Refer- 
cacc: Seciiaii 84750. Education Code. 

HisrofiY 

1 . New section filed 5-29-9 1 and lubmitied to DAL 6-3-9 1 for printing only pur- 
suant to Education Code section 70901 .5; opcnttivc 6-30-91 (Register 91 , No. 
2g). 

S 56772. Bate Revenue and Workload Reduction. 

Notwithstanding sections 58771 and 58779, if it is known at the lime 
of the adoption of the Suic Budget Act for the current year that revenues 
are not sufficient to fully fund base revenues pursuant to section 58771 » 
district base revenues shall be reduced proportionally by the ratio of one 
sutewide total revenue available for purposes of section 58771, to the 
sutcwide total calculated amount for purposes of section 5877 1 , and all 
base workload nieasures pursuant to aection 58771, shall be icduced pro- 
portionally by the ratio of the statewide total revenue available for pur- 
poses of section 58771, to the sUUwide total calculated amount for pur- 
poses of sections 58771 and 58773. 

Norn Authority ciied: SecUorw 66700. 70901 iod M750, Education Code. Refer- 
ence; Section 14750, Education Code. 

HisronY 

I New section Hied 5-29-91 wd submitted to O AL I for printing only pur- 
tutnl u> Education Code lectioo 70901 .5; opciaUve 6-30-91 (Register 91, No. 
2S). 

1 58773. Inflation Adjuetnianta. 

(a) Inflation adjusimenU shall be inade to reflect cost changes, using 
the percentage change of the Implicit Price Deflator for SUte and Local 
GovemnKnl Purchases of Goods and Services for the United Slates, as 
published by the United Stale Dcpartmcntof Commerce, from the fourth 
calendar quarter of the prior year to the fourth calendar quarter of the lat- 
c:;t available year rounded up to the next hundredth. 

•(b) The noncrcdit base inflation adjusUnent for each community col- 
lege district shall be the product of the following: 

( 1) The noricrcdit baK revenue computed piusuant to subdivision (i) 
of section 58771. 

(2) The quotient of the inflation adjustment determined pursuant to 
aubdivision (a), divided by 100. 



(c) The credit base inflation adjustment for each community college 
district shall be the pcx>duct of the following: 

(1) The credit base revenue computed pursuant to subdivision (j) of 
aection 58771. 

(2) The quotient of the inflation adjustment determined pursuant to 
subdivision (a), divided by 100. 

(3) The quotient of the sutcwide base percent of standard divided by 
the dbtrict's base percent of standard determined pursuant to subdivision 
(k) or (0 of section 5877 1 , as appropriate, or 1 .0 if the quotient is leu than 
1.0. 

NoTC: Auihoriiyciied:SecUocs 66700. 70901 wd 44750. Education Code. Refer- 
ence: SectioQ 84750. Education Code. 

Hisroav 

1 . New section fUed 5-29-9 1 and submitted to O AL 6-3-9 1 for printing only pur- 
tuant to Educttion Code leciion 70901.5; operaiive 6-30-91 (RcgUlcr 91 . No. 
2S). 

i 5B774. Growth and Doclina. 

(a) "Growth limit" means an increase in workload which shall be de- 
termined by the Chancellor based on such factors as the rate of change 
of the adult population, unemployment rate, the number of studcnu gra- 
duating from California high schools, new ortmdcr utilized physical ca- 
pacity for sUident enrollment and other statewide priorities including re- 
tention and transfer rates of undeirepresented student populations. Each 
dbtrict shall receive a minimum growth allocation of 1% or a rate which 
will provide at least 100 total FTES and 150 toul credit enrollment. 

(b) A growth revenue cap for credit instruction, instructional services, 
student services, noncredit activities, and the corresponding instiUitional 
support for each community college district (aggregated college-by- 
college in a multi-coUege district) shall be the sum of the following: 

( 1 ) InsUuclion. The product of the standard rate defined in subdivision 
(b) of section 587 12. multiplicd by the base credit FTES defined in subdi- 
vision (e) of occiion 58771. multiplied by the growth limit defined in sub- 
division (a), multiplied by the college/district scale factor defmed in sec- 
tion 58714 (using base credit FTES),and multiplied by the sutewide base 
percent of standard defined in subdivision (k) or (0. appropriate, of 
secUon 58771. 

(2) Insmictional Services. The product of the standard rate defined in 
subdivision (b) of section 58722, mulUplied by the base credit FTES de- 
fined in subdivision (e) of section 58771, multiplied by the growth limit 
defined in subdivision (a), and multiplied by the statewide base percent 
of standard defined in subdivision (k) or (/). as appropriate, of section 
58771. 

(3) Student Services. The product of the standard rate for new credit 
enrollment defined in subdivision (b) of section 58732, muliiplied by the 
base new credit enrollment defined in subdivision (c) of section 58771 . 
multiplied by the growth limit defined in subdivision (a), plus the product 
of the standard rate for continuing credit enrollment defined in subdivi- 
sion (b) of section 58732 multiplied by the base continuing credit enrol- 
lment defined in subdivision (d) of iccUon 5877U multiplied by Oie 
growth limit defined in subdivision (a), all muliiplied by the college/dis- 
trict scale factor defined in section 58734 (using base credit enrollment), 
and multiplied by the sutewide base percent of standard defined in subdi- 
vision (k) or (/) as appropriaU, of section 58771. 

(4) Noncredit Activities. The product of the rate defined in section 
58762. multiplied by the base noncrcdit FTES defined in subdivision (f) 
of section 58771. multiplied by the growth limit defined in subdivision 
(>)- 

(5) Institutional support. The product of the sum of subparagraphs (1) 
through (4) multiplied by 0. 165501 165501. 

(c) An actual growth revenue compulation for crtdil insU^ction, in- 
stnictional services, student services, noncredit activities, and the corre- 
sponding institutional support for each community college district (ag- 
gregated coUege-by-coUege in a multi-college district) shall be the sum 
of the following: 

( I ) Instruction. The product of the standard rate defined in subdivision 
(b) of section 58712. muliiplied by the difference between actual credit 
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PTES and bisc credit PTES defined in lubdivislcxi (e) of teclion 5877 K 
multiplied by the college/district scale factor defined in section 587M 
(using base credit PTES), and multiplied by the base percent of standard 
(the district percent of standard if the change is negative and the district 
i$ low revenue, otherwise the sutewide percent of standard shall be used) 
defined in subdivision (k) or (0, is appopiate of i«cticD 58771. 

(2) histrucliooal Services. The product of the standard rate defined in 
subdivision (b) of section 58722, multiplied by the difference between 
actual credit PTES and base credit PTES defmcd in subdivision (e) of 
seclioo 58771 , and muliiplied by the base percent of standard (the district 
percent of standard if the change isnegative and the district is low reve- 
nue, otherwise the sUtewidc percent of standard shall be used) defined 
tn subdivision ( k) or (/), appropriate, of section 5877 1 . 

(3) Student Services. Hie product of the standard rate for new credit 
enrollment dcfmed in subdivision (b) of section 58732, multiplied by the 
difference between actual new credit enrollment and base new credit en- 
Tolbnent defined in subdivision (c) of section 58771 plus the product of 
the standard rate for continuing credit enrollment defmed in subdivision 
(b) of section 58732. multipl iedby the difference between actual continu- 
ing aedit enrollment and base continuing credit enroUmcni defmed in 
subdivisi(ii (d> of section 58771. all multiplied by the cdlege/district 
scale factor defmed in section 58734 (using base credit enrollment), and 
multiplied by the base percent of standard (the district percent of standard 
if the change is negative and the district is low revenue, otherwise the su- 
tewide percent of standard shall be used) defmed in subdivisicn (k) or (/), 
as appropriate, of section 5877 1 . 

(4) Noncredit AcUvities. The product of the rate defmed in section 
58762 multiplied by the difference between actual noncredit FTES and 
base noncredit FTES defmed in subdivision (0 of section 58771 . 

(5) Institutional Support. The product of the sum of subparagraphs (1) 
through (4) mulUplied by 0.165501 165501. 

<d) If the amount computed in subdivision (c) is less than txxo. the dis- 
trict's base revenue for the subsexjuent fiscal year shall be adjusted in ac- 
cordance with subdivision (h). If the amount cora|wted in subdivision (c) 
is greater than zeix> and less than or equal to the revenue cap compited 
in subdivision (b), the district revenue shall be adjusted by the amount 
computed in subdivision (c). If the amount computed in subdivision (c) 
is greater than the revenue cap computed in subdivisiOT (b), the district *s 
revenue shall be adju sted by the revenu e cap comfwled in lubdivisioii (b). 

(e) A growth revenue cap for maintenance and operations for each 
community college district shall be computed as follows: The product of 
the standard rate for gross square footage defmed in subdivision (b) of 
section 58742. multiplied by the greater of the product of the base gross 
square foo!age defmed in subdivision (g) of section 58771 times the 
growth limit defmed in subdivision (a), or the actual increase in gross 
squarf fooiagedue to construction of new buildings approvcdundersute 
guidelines, phis the product of the standard rate for FIBS in less than 
100% leased space defmed in subdivision (b) of section 58742, multi- 
plied by the base FTES in bss than 1 00% leased space defmed in subdivi- 
sion (h) of section 5877 1 ,mulUpli«lby the growth limit defmed in subdi- 
vision (a), with this sum multiplied by the sutcwidc base percent of 
standard defmed in subdivision (k) or (0. ■« tppropnate, of section 
58771. pbs 16.5501 165501% of the product for institit'ional support. 

(0 An actual growth revenue commutation for maintenance and opera- 
tions for each community college district shall be computed as follows: 
The product of the standard rate for gross square foouge defmed m 
subdivision (b) of secUon 58742, multiplied by the difference between 
actual gross square fooUge andbase gross square fooUge defmed in sub- 
division (g) of section 58771 , plus the product of the standard rate for 
FTES in less than 1 00% leased sp^ce def ned in subdivision (b) of sec tion 
587^2. multiplied by the difference between actual FTCS in less than 
1 00% leased space and base FTES in less than 1 00% leased space defmed 
in subdivision (h)ofiectjon58771, with this sum mulUpliedbylhestate- 
widc base percent of standard defmed in subdivision (k) or (/). sppro- 



priate, of section 58771 . phis 163501 165501% of theproduct for institu- 
tional support. 

(g) If the amount computed in subdivision (0 is less than zero, the dis- 
Uict'srevenue shall be adjusted in accordance with subdivision (h). If the 
amount computed in subdivision (0 greater than aero and less than or 
equal to the revenue cap computed in subdivisiOT (e), the disUict's reve- 
nue shall be adjusted by the amount computed in subdivision (f). If the 
amount computed in subdivision (f) is greater than the revenue cap com - 
putcd in subdivision (e), tiie district's revenue diall be adjusted by the 
revenue capcomjwted in subdivision (e). 

(b) '^Declining workk3ad adjustments" shall be defmed as follows: 

(1 ) "Declining workload adju stmen t for high revenue districts" me tns 
the full amount of the sutewide average revenue per workload measure 
computed for decreases in workload when the sum of the corafwutions 
for all colleges within such district for each category of openticit using 
actual current year workbad measures is Jess than the sum of the compu - 
Utions for all colleges within the district for each category of operatioi 
using current year base workload measures. 

(2) "Declining workload adjustment for k)w revenue districts** means 
the full amount of the sutewide average revenue per workload measure 
for maintenance and operations and noncredit classes and one-half of 
such district's average revenue per workload measure for credit instruc- 
tion, instructional services, snjdcnt services, and institutiona 1 support, for 
decreases in workload when the sum of the compuutiOTS for all colleges 
within the district for each category of operation using actual current year 
workload measures is less than the sum of the comjwutions for all col- 
leges within tlie district for each category of operation using current year 
base woridoad measures. 

Nom Authority cited: Sectiont 66700, 70901 and 84750, E(hicatioo Code. Ref- 
erence: Section 84750, Education Code. 

History 

1 New »ectionnied 5-29-91 aF>d»ubmittedtoOAL6-^91 for prinikip only pur- 
' fuant to Education Code section 70901 J; operative 6-30-91 (Re|jittr9l,No. 
28). 

{ 58775. Program lmprov«m«nt 

(a) Revenues for low revenue community college districts shall be ad- 
justed for equalization as follows: 

(1) Compute an amount equal to ten percent of the sutewide credit 
base inflation adjustment computed in subdivision (c) of section 58773. 

(2) The amount computed in paragraph (1) shall be allocated to raise 
the revenue of low revenue districts to the highest common level possible 
in relation to the sutewide current year percent of standard as defined in 
lubdi vision (m) of section 5877 1 . 

(b) For any program improvement funds available in excess of the 
amount computed paragraph (aXO, thirty percent (30%) shall be allo- 
cated in accordance with the procedure defined in subparagraph (a)(2), 
and seventy percent (70%) shall be distributed to all districU on the basis 
of toul cunenl year funded FTES. 

NoTE: Authority cited; SecUon»66700, 70901 «M!M750,Edac«tk)n Code. Refer- 
ence: Section 84750. Education Code. 

History 

1 Ncw»ectionfifcd5-29-91andtubmittedtoOAL6-3-91fflrprinlingonlypur- 
suant to Education Code section 70901^ioper«tive 4-30-91 (Register 91, No. 
28). 

f 68776. Budget Stability. 

(a) Of the adjustment made pursuant to subdivision (h) of section 
58774. whidj is related to credit instruction, instructional lerviccs. stu- 
dent services, noncredit activities, and the corresponding institutional 
support, the district shall receive an amount fc» budget subility, which 
ii not to be inchided in subsequent year base revenue comiwutions or in 
the compuutions affecting the distribution of program improvement rev- 
cnue puisuant to section 58775. as follows: 

(1) In the year after the decline, two-thirds of the adjustment less any 
increase due to restoration as specified in subdivision (b). 
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(2) lo (})e seccnd year aTter the decline, one-half of the amount ipeci- 
Tied in subparagraph (1% less any increase due to restoratioo as speciTied 
kk subdivision (b). 

(b)**Rcstoratioi] workJoad'* means an amount set by tbeOiancellor for 
allowable resloratioo based oo any decline that occurred during the three 
prior years. 

Norrc: Authority cited Stctksfit 66700,70901 and S4570.EduGatknCdde. Refer- 
eiKt: Section t47S0. Education Cbde. 

HiSToav 

1. New iectian filed 5-2^1 and tubmined to OAL 6-3-91 forprintingailypur. 
auint to Education Code aection 7090 1 .5; operative 6-3a<9 1 (Register 9 1 , Na 
28). 

i 58777. D«clln» RvBtoretlon. 

(a) DistrkU shall be entitled to restore any reductions in apportion- 
ment reventK due to declines in the atudent workload measures for credit 
tnstructicQ instnictionai services, student services, noncredit activities, 
and the corresponding institutional support during three years following 
the tniiial year of decltneif there isa subsequent increase in student work- 
load measures. 

(b) ResioratioD of revenue for declining workload shall be made at the 
rate the district lost the revenue plus the inflation adjustmenu made be- 
tween the year of decline and the year of restoration. 

(c) Of die funds made available pursuant to subdivision (h) of section 
38774, thai are not utilised for purposes of budget sUbiliiy pursuant to 
section 58776, or decline restoration pursuant to subdivisions (a) and (b) 
of this section, the Chancellor may allocate the revenue on a ooe-tirae ba- 
sis to dbtricis based cm FTES. 

NoT^ Authority cited: Sections 66700. 709801 and S4750, Education Code. Ref- 
cirmx: Secikn 84750. Education Code. 

HlSTOHY 

I.New acctjon filed 5-2^9 1 indftibmittedioOAL6-3-9I for printing cnly pur- 
tuaiMfo Education Code i«4ion 7090 13; operative 6-30-91 (Reg iaicf 91, No. 
28). 

f S8779. D«nclt M^chanlam. 

In ihe event that Suic General Fund appropriaticns. local property Ux 
revenues, student enrol knent fees, and olher local Ux revenues allocated 
locommunily college districts for general operating support.are less than 
the amounu computed for all districts for the fiscal year pursuant to sub- 
division (a) of seciicD 58770. Ihe Chancelkv shall apportion sUte aid by 
muHiplying the amount computed for each district pursuant to subdivi- 
sion (a) of sccijco 58770, by the ratio of Ihe statewide lou I revenue avail- 
able for purposes ofsubdivisicn (a) of section 58770. to Ihe sutewide to- 
tal calculated amount for purposes of subdivision (a) of section 58770. 
NoTt Authoritycitcd: Sectioni 66700.70901 and 84750. Education Code, Refer- 
encc: Section 84750, Education Code. 

HlSToaY 

1. New leciion Filed 5-29-91 and iubmilted loOAL for pr inlkig only purwani to 
Education Code leciion 70901.5; operative 6-30-91 Olegisier 91. No. 28). 
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tent such provisions do not conflici with the principles or provisicns of 
this subchapter. 

(b) Notwithstanding any other provisioos of law or regulation, full- 
time equivalent student (FIES) shall be computed as follows: 

(1) Credit fulMime equivalent student (FTliS) generated by Califor- 
nia residents art coroputeid in accordance with the computa licit dcKr ibed 
in section 58003,1 without the count of tmdcoi contact hours as of Ihe 
second census week or day (ihree~nfths of Ihe way through the icrm or 
course)or the application of tlie sutewide attendance factor (.91 1), plus 
actual hours of attendance in positive allcndincc courses divided by 525, 
and. tfapplicable,adjustedby a factor derived pursu ant to section 58188. 

(2) hJoncredil full-lime equivalent student (FTES) generated by Cali- 
fornia residents and nonresidents attending courses described in Educa- 
tion Code section 847 1 1 are computed in accordance with the compuu - 
lions described in section 58007 and, if applicable, adjusted by a factor 
derived pursuant lo section 58188. 

(c) In accordance with section 58704(h), Ihe Chancellor shall, as nec- 
essary, interpret the provisions specified in subsection (a) for consistency 
with Ihe provisions of this subchapter. 

Nom- Authorityciied: Sections 66700, 70901 and 84720,EducationCode.Refer- 
encc: Section 84750, Education Code. 

History 

1 .New leciion Tiled 5-29-9 1 and aibmittcd toOAL 6-5-9 1 for printing only pur- 
tuanl to Education Code leciior 70901.5; operative 6-30-91 (Regisier9l.No. 

28). 



1 68760. Documantatlon R*qutr«m*nts. 

Ihe tVx:unicnlalion rcquiremenU specified in this article are necessary 
to promote standardized and accurate repotting of district daU tised for 
calculating the stale general apporlicnmeni allocation. 
NoTt Authority cited: Seciioni 66700. 709001 ttid 84760, Education Code. Ref- 
cftnce: SectioB 14750. Education Code. 

HtSTMY 

l.New lectjon fiVd 5-29-91 and tubmitved to OAL 6-3-91 for prinlingcniy pur- 
auani lo Educabon Code secbon 70901 J; operative ^30-91 (Register 91 . No. 
28). 

I Ba7fi2. Computation and LImltatlont on 6tat« Aid. 

(a) The provisicns of subchapter 1 (commencing with section 58000) 
and subchapter 2 (commencing with leciion 58 1 00) of chapter 9 shall he 
applicable in the compuUtion of full-limt equivalent student lo Ihe ex- ^ ^ 
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Minimum Conditions: 
Full-Time/Part-Time Faculty 



Section 51025 of Subchapter 1 of Chapter 2 of Division 6 of Title 5 of the 
California Code of Regulations is amended to read: 

51025. Full-time/Part-time Faculty. 

This section relates to and should be read in conjunction with Subchapter 3 
(commencing with section 53300) of Chapter 4 of this Division. 

(a) Community College districts which have less than 75 percent of their 
hours of credit instruction taught by full-time instructors, as determined from 
their base data calculated pursuant to section 53311, shall apply the growth 
revenues received relat^ed to increases in credit PTES in accordance with section 
58774 of this division and a portion of the program improvement allocation 
received in accordance with section 58775 of this division, as follows: 

(1) Of the growth revenues received related to increases in credit FTES 
pursuant to section 58774 of this division, the districts shall increase the base 
number of full-time instructors, subject to subdivision (e) of this section, by fall 
of the succeeding fiscal year, by the product of their base number of full-time 
faculty multiplied by the percentage change in funded credit FTES, rounded 
down to the nearest whole number. 

(2) Districts which, as determined from their base data, had 67 percent or 
greater, but less than 75 percent of their hours of credit instruction taught by 
full-time instructors shall apply up to 33 percent of their program improvement 
allocation pursuant to subdivision (b) of section 58775 of this division, as neces- 
sary to reach the 75 percent standard pursuant to paragraph (4). 

(3) Districts which, as determined from their base data, had less than 67 
percent of their hours of credit instruction taught by full-time instructors shall 
apply up to 40 percent of their program improvement allocation pursuant to 
subdivision (b) of section 58775 of this division, as necessary to reach the 75 
percent standard pursuant to paragraph (4). 

(4) Of the program improvement funds identified in paragraph (2) or (3), as 
appropriate, the district shall increase the number of full-time instructors, by 
fall of the succeeding fiscal year, by the quotient of the applicable program 
improvement funds divided by the statewide average replacement cost, rounded 
down to the nearest whole number. 

(5) If the number of full-time faculty derived in paragraphs (1) and (4), result 
in the district exceeding the 75 percent standard, the Chancellor shall reduce 
the number that leaves the district as close as possible to, but in excess of, the 75 
percent standard. 

(b) Statewide average replacement cost is the statewide average faculty 
salary plus benefite, minus the product of the statewide average hourly rate of 
compensation for part-time instructors times the sUtewide average full-time 
teaching load. 



38 



Minimum Conditions: Fulhtime/Part time Faculty 



(c) On or before December 31 of each year, the Chancellor shall determine, 
based on information submitted by districts, the extent to which each district, 
by fall of that year, has maintained or hired the number of additional full-time 
instructors determined pursuant to subdivision (a) for the prior fiscal year. To 
the extent that the number of full-time faculty has not been maintained or 
additional full-time instructors have not been retained, the Chancellor shall 
reduce the district's revenue for the current fiscal year by an amount equivalent 
to the average replacement cost for the prior fiscal year times the deficiency in 
the number of full-time faculty. To the extent a district hires the additional 
full-time instructors in subsequent fiscal years the reductions made to the 
district's revenue shall be restored. 

(d) All revenues available due to reductions made pursuant to subdivision 
(c), shall be made available on a one-time basis for that fiscal year, for purposes 
of Faculty and Staff Diversity pursuant to Education Code pection 87107. 

(e) By January 20 of each fiscal year the Board of Governors shall determine 
whether adequate growth funds and adequate cost-of-living funds have been 
provided to allow full ur partial implementation of the provisions of 
subparagraph (a)( 1 ). 

(f) For districts that experience a reduction in base credit FTES, the 
Chancellor shall make a proportionate reduction to their base number of full- 
time faculty. 

NOTE: Authority cited: Sections 66700 and 70901, Education Code. 
Reference: Section 84750, Education Code. 

Revisions to Full-Time/Part-Time Faculty Regulations 

Section 53300 of Subchapter 3 of Chapter 4 of Division 6 of Title 5 of the 
California Code of Regulations is amended to read: 

53300. Scope. 

This subchapter relates to and should be read in conjunction with the 
requirements of section 51025 of Subchapter 1 of Chapter 2 of this Division 
concerning the proportion of full-time and part-time instructors on the faculty 
of community colleges. 

NOTE: Authority cited: Sections 66700 and 70901, and Education Code. 
Reference: Section 84750, Education Code. 



53302. FuU-time Instructor. 

For purposes of this chapter only, a full-time instructor shall be defined as 
any regular or contract faculty member teaching credit instruction. 
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NOTE: Authority cited: Sections 66700; and 70901, Education Code. 
Reference: Section 84750, Education Code. 

Section 53310 of Subchapter 3 of Chapter 4 of Division 6 of Title 5 of the 
California Code of Regulations is amended to read: 

63310* Hours of Instruction. 

In computing the percentage of hours of credit instruction taught by full- 
time instructors, the following rules shall be applied: 

(a) Overload. The hours of overload teacldng by full-time instructors shall 
be excluded from both the total hours of credit instruction taught by full-time 
and part-time instructors and the total hours of instruction taught by full-time 
instructors. 

(b) Sabbatical. The hours of a full-time instructor on sabbatical, whether 
paid or unpaid, shall be included in both the total hours of credit instruction 
taught by full- time and part-time instructors and the total hours of instruction 
taught by full-time instructors. The hours of instruction of replacement faculty, 
whether full-time or part-time, shall be excluded from both the total hours of 
credit instruction taught by full-time and part-time instructors and the total 
hours of instruction taught by full-time instructors. 

(c) Released/Reassigned Time. The hours of a full-time instructor on 
released or reassigned time shall be counted as if the instructor was teaching 
full time and had nut been provided released or reassigned time. The hours of 
instruction shall thereby be included in both the total hours of credit instruction 
taught by full-time and part- time instructors and the total hours of instruction 
taught by full-time instructors. The hours of instruction of replacement faculty, 
whether full-time or part-time, shall be excluded from both the total hours of 
credit instruction taught by full-time and part-time instructors and the total 
hours of instruction taught by full-time instructors. 

(d) Unpaid Leave. The hours of a full-time instructor on unpaid leave shall 
be counted as if the instructor was teaching full time and had not been provided 
with unpaid ledive. The hours of instruction shall thereby be included in both 
the total hours of credit instruction taught by full-time and part-time 
instructors and the total hours of instruction taught by full-time instructors. 
The hours of instruction of replacement faculty, whether full-time or part-time, 
shall be excluded from both the total hours of credit instmction taught by full- 
time and part-time instructors and the total hours of instruction taught by full- 
time instructors. 

(e) Teaching by Others. The hours of instruction taught by counselors, 
librarians, classified staff or administrators who are appropriately qualifled to 
teach shall, under the following conditions, be included in both the total hours 
of credit instruction taught by full-time and part-time instructors and the total 
hours of instruction taught by full-time instructors: 

(1) Only the actual hours of teaching by such individuals shall be included; 
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Minimum Conditions: Full time/Psn time Faculty ■ 

I 

(2) The hours of teaching by such individuals must be part of a regular ■ 
contract, and not taught as an overload assignment. 

(f) Outreach Locations. The hours of instruction taught by full-time and B 
part-time instructors at any outreach location that is more than 25 miles from ' 
the main campus and generates less than 200 PTES, shall be excluded from 

both the total hours of credit instruction taught by full-time and part-time ■ 
instructors and the total hours of instruction taught by full-time instructors. ' 

(g) Late Retirement, The hours of a full-time instructor who resigned or 

retired and who provided written notice thereof within 45 faculty duty days of I 
the end of the previous spring primary term and whose position has not been * 
replaced by another fuil-time instructor by the current fall primary term, shall 
be included in both the total hours of credit instruction taught by full-time and I 
part-time instructors and the total hours of instruction taught by full-time " 
instructors. The hours of instruction of replacement facult^y, whether full-time ^ 
or part-time, shall be excluded from both the total hours of credit instruction H 
taught by full-time and part-time instructors and the total hours of instruction 
taught by full-time instructors. _ 
Districts are required to fill the positionCs) by the following spring primary I 
term unless designees for the district governing board and academic senate 
jointly agree that it is in the best interests of the district to delay the filling of ^ 
the position. In such cases, replacement must be made by the following primary I 
term or the Chancellor shall reduce the district's state apportionment revenues 
for the current year in accordance with the provisions of section 51 025. mm 

(h) Librarians. A number of hours equivalent to the number of hours taught | 
by a full-time instructor shall be included in both the total hours of credit 
instruction taught by full-time and part-time instructors and the total hours of 
instruction taught by full-time instructors for each full-time librarian hired in 
excess of the number of full-time librarians in the previous year's base. A 
comparable number of hours shall be counted for each year thereafter unless the 
position(s) is vacant or eliminated. This subdivision shall become inoperative 
on July 1, 1994, unless a later-adopted regulation deletes or extends this date. 



NOTE: Authority cited: Sections 66700 and 70901 Education Code. Reference: 
Section 84750, Education Code. 



I 
I 
I 
I 

Section 53311 of Subchapter 3 of Chapter 4 of Division 6 of Title 5 of the 
California Code of Regulatiorm is amended to read: ^ 

5331 L Base Data. 

For purposes of this subchapter, **base data" means the base percentage of ■ 
hours of credit instruction taught by full time instructors and the base number ■ 
of full-time faculty required to be maintained or additional hires to be made by 
the fall of the subsequent year shall be determined from the current year's fall ■ 
management information system staff data submission to the Chancellor's I 
Office. 
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Minimum Conditions: full-time/Psrt-time Faculty 



NOTE: Authority cited: Sections 66700 and 70901, Education Code. Reference: 
Section 84750, Education Code. 

5. Section 53312 of Subchapter 3 of Chapter 4 of Division 6 of Title 5 of the 
California Code of Regulations is amended to read: 

53312. Additional Fuil*Time Faculty Positions. 

(a) The Chancellor shall compute each community college district's number 
of full-time faculty (FTF) which are to be secured in accordance with the 
provisions of section 51025, as the result of additional funded growth in credit 
full-time equivalent students and through the use of the prescribed portion of 
program improvement revenue allocated to each district. 

(b) This computation shall be made by dividing the applicable portion of 
program improvement revenue (0 percent, 33 percent, or 40 percent of the 
program improvement allocation), by the statewide average "replacement cost" 
(a figure which represents the statewide average faculty salary plus benefits, 
minus the statewide hourly rate of compensation for part-time instructors times 
the statewide average full-time teaching load). 

(c) If the quotient determined in paragraph (b) is not a whole number, then 
the quotient shall be rounded down to the nearest whole number. If this 
quotient, once applied, will result in the district exceeding the 75 percent 
standard, the Chancellor shall further reduce the quotient to a whole number 
that will leave the district as close as possible to, but in excess of, the 75 percent 
standard. 

(d) The computation for the funded growth in full-time equivalent student 
workload obligation to secure additional full-time faculty shall, when required 
pursuant to the provisions of section 51025(a)(1) and (e), be made by 
multiplying the percentage of funded credit FTES grov^rth times the base 
number of full-time faculty that were to be in place by fall of the current year. 

NOTE: Authority cited: Sections 66700 and 70901, Education Code. Reference: 
Section 84750, Education Code. 

6. Section 53314 of Subchapter 3 of Chapter 4 of Division 6 of Title 5 of the 
California Code of Regulations is amended to read: 

53314. Report to Districts. 

The Chancellor shall report to districts by spring of each year the estimated 
number of FTF each district must secure by the following fall based upon the 
appropriation of revenues contai* t) ^ in that yearns Budget Act and the Board of 
Governors action pursuant to section 51025(e). 

NOTE: Authority cited: Sections 66700, and 70901, Education Code. 
Reference: Section 84750, Education Code. 
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CALIFORNIA COMMUNITY COLLEGES 

1107 NINTH STREET 
SACRAMENTO, CA 95814 
(^16) 445-8752 



1994-95 PERSPECTIVE 



The budgets for community colleges and K-12 for 1994-95 will undoubtedly 
be driven by Proposition 98. Because of the far-reaching, monumental 
impact of the voucher initiative on Proposition 98 and because it is very 
uncertain how it will be implemented if passed; this perspective does not 
include any potential impact from its passage. 

The most difficult aspect of 1994-95 will be to absorb the impact of the 
allocation of one-time funds to both K-12 and community colleges during 
1993-94. This is quantified in Table 7. 

TABLE 1 



1993-94 Allocations 
(In billions) 



1993-94 Proposition 98 Funds 

One-time Funds (loan & prior year funds) 

Fees 

Total: 



CCs 


K-12 


Total 


$2.3 


$21.4 


$23.7 


.2 


.6 


.8 


.2 




.2 


$2.7 


$22.0 


$24.7 



While Proposition 98 provided $23.7 billion for 1993-94, the two systems 
were allocated a total of $24.7 billion with $800 million coming from one-time 
funds. These one-time funds were included in on-going apportionments to 
the districts in both systems and thus, must be made up before any 
increases can be provided in 1994-95. One "trailer bill" (SB 399) to the 
1993 Budget Act required that loan repayments to the aggregate K-14 be 
made from Proposition 98 funds after providing normal growth to both 
and community colleges. 

For 1994-95, the inflation and growth rates for Proposition 98 are projected 
to be 1 77% and 2.34% respectively. Combining these and applying them to 
the 1993-94 Proposition 98 guarantee of $23.7 billion gives a 1994-95 
Proposition 98 guarantee of $24.7 billion. Assuming a co'nmunity col ege 
statutory growth rate of 1.7% and a K-12 growth rate of 2.34% for 1994-95, 
then the community colleges would need $46 million for growth and K- 2 
would need $510 million for growth for a total growth need of $556 million. 
Combining this with the total 1993-94 on-going funds of $24.7 billion gives 
a 1994-95 need of approximately $25.3 billion. 

Assuming community college fees remain the same, then the combined 
amount of funds available from Proposition 98 and students fees during 
1994-95 would be $24.9 billion. Not only would no loan repayment be 
required, but the funding would be $400 million short of meeting the 
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minimal growth needs of K-14. And these assumptions provide no cost of 
living adjustment to community colleges or K-12 for the third straight 
year. 

One potential saviour for 1994-95 stems from the fact that Proposition 98 
has required a Test 3 computation for the prior two years. When Test 3 is 
used, the Proposition 98 base is less than under Test 2 and this shortfall 
in the base must be restored in years when the state's revenue exceeds a 
specified level. This restoration is called the maintenance allowance. If in 
1994-95, the state's per capita general fund revenue increases by just over 
3%, then the required restoration of the maintenance allowance would be 
large enough so that the growth amounts mentioned above would be met 
and a modest amount would be available for loan repayment. If the state 
revenue increase does not materialize, then some other alternative must be 
found. 

Although most of them are less than desirable and some are not likely to 
occur, there are several other avenues available to accommodate the 
potential shortfall of $400 million. These would include: 

1. Provide funds above the Proposition 98 minimum guarantee. 

2. Provide an additional loan. 

3. Provide no growth funds to community colleges. 

4. Reduce community college funding below 1993-94 level. 

5. Reduce K-12 funding per ADA below 1993-94 level. 

6. Increase student fees at community colleges. 

If the overall state budget is tight and cuts are occurring in other 
programs, then Item 1 is not likely to happen. Furthermore, because of 
the dramatic underfunding that now exists in K-12 and because of the 
political sensitivity. Item 5 is also not very likely. 

The aggregate loan for K-14 now stands at almost $1.8 billion. This will 
only be increased if the economy clearly shows that significant repayments 
will occur beginning in 1995-96. Thus, Item 2. provides only minimal hope. 
This only leaves the prospect of additional cuts to community colleges 
and/or further increases in student fees. However, it is not likely that 
implementation of Items 3, 4, and 6, would accommodate a shortfall of 
$400 million. The first attempt to address this major problem will be seen 
on January 10, 1994, when the Governor introduces his proposed budget 
for 1994-95. 
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Full-Time Faculty Obligation 



Included in AB 1725 were requirements involving the employment of 
full-time faculty. The intent was to improve the ratio of full-time to 
part-time faculty and to have that ratio reach 75% in all districts. 

The law was written in a manner that required districts that had not 
achieved the 75% ratio to utilize a portion of their program 
improvement funds received in 1989-90 and 1990-91 to employ 
additional full-time faculty. 

To quantify the process. Fall 1998 was chosen as the base and the 
districts were given until Fall 1991, to fulfill their obligation. The 
process is summarized below: 



Boss fulhtime number {Fall, 1988} 

♦ 1989-90 Program Improvement Obligation 

♦ 1990-91 Program Improvement Obligation 

Fall 1991 Obligation 



This obligation resulted in the employment of over 1,100 additional 
full-time faculty. 

To maintain this improvement, regulations were approved which 
required additional full-time faculty to be employed if growth funding 
was allocated. However, the regulations indicated that this provision 
could be waived if inadequate COLA was provided. Since no COLA 
has been allocated for 1991-92, 1992-93, or 1993-94, the provision 
has been waived for each of those years. The regulations also 
provide that a reduction in the full-time obligation will occur if a 
decrease in funded enrollment occurs. 

This situation exists for 1993-94 and therefore, the full-time 
obligation has been adjusted for each district to the numbers shown 
on the next page. 
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FINANCIAL ACCOUNTING 
IN THE 

YOSEMITE COMMUNITY COLLEGE DISTRICT 



In terms of the comprehensive planning process, it is important to keep 
budget development and management and financial accounting in the proper 
perspective. As a genera! philosophical position, accounting requirements 
should not direct the operation of instructional programs. Diligence Is 
required to see that this does not occur. 

The Yosemite Community College District accounting system is designed to 
comply with state requirements and to enable meeting federal requirements 
where required, but its primary function is to maintain viable, useful 
records of all fiscal transactions. The DSK (vendor name) software now 
being used is a powerful management tool which enables primary users 
(unit managers) to exert maximum control over their areas of 
responsibility. At the same time it provides immediate summation capability 
for overall monitoring. 

Management of individual unit budgets and accounts is decentralized. 
Basic control lies with the unit manager. Normally there is no central 
intervention without the approval/direction of the unit manager. 

In using the DSK software, unit managers can encumber accounts and 
transfer appropriations directly. However, the transfer of expenditures 
requires journal entries and must be made by the Controller upon the 
signed request of the unit manager. Since the system is designed to 
provide the unit manager with continuous, real time monitoring capability, 
the necessity for duplicate records is eliminated. 

The information presented here consists primarily of the coding 
requirements and structure of the data. Specific guidelines and 
instruction for use of the system, including availability of reports, 
computer terrninaj screen design and use will be provided to all users on 
an ongoing basis. 

ResponsibiHtv for Budget/Accounts. Generally, the responsibility for 
monitoring/managing the individual accounts of a unit rests with the unit 
manager. To implement this control, the unit manager: 

1. Establishes the initial budget. 

2. Revises the budget in accordance with college/central services 
decisions* 

3. Authorizes all expenditures from unit accounts. 

4. Initiates any necessary transfer within unit accounts. 



5. Adjusts expenditures in accordance with revenues for unit 
activities funded from other than the general purpose 
apportionments . 

6. Determines that accounts are encumbered when requisitions are 
authorized. 

This activity/control is achieved through: 

1* Use of a computer terminal and appropriate programs. 

2. Use of computer printouts. 

3. Authorizing all requisitions issued. 

4. Monitoring revenues generated. 

The general structure of the lines of accounting authority/ responsibility is 
indicated in Figure 1, page 66. 



Yosemite Commuoity College District AccouDting Code Structure 
The accounting code structure is designed to provide informauon as follows: 



Fund 
Locadon 
Responsibility 
Object of Expenditure 

Activity (TOP Code or Support Service Code) 

Key to Alternate Code (Provides access to alternate number) 

To accomplish these objectives and to coordinate the District's information system witii 
those of State and Federal agencies, an account classification number using fincen (15) 
positions is provided as follows: 



Fund I 

Location,^ I 

Responsibility , I 

Object Code. I 

Activity — — — ^ 

Key to Alternate Code - — ' 

(Note: These three digits may be used in Fund 1 to make special sorts possible) 
Use of Alternate Code (12 positions available; 6 in use) 

The alternate file provides for additional separation and definition of accounts where necessary. 
At die present time the major use of the alternate file is by special programs (Fund 2). 



Example: 



program Number Extension 






Program T^pe, 



Category^ 



Program Year Ending, 



Program Sequence, 



49 

91 



Assignment of Codes 



The lists which follow show the appropriate code numbers to use in utilizing the accounting 
system. 

Fund 

1 General Purpose-Unrestricted 

2 General Purpose-Restricted 

3 Community Service (restricted) and Auxiliary Accounts 

4 General Purpose • Restricted Health Fee 

5 Capital Projects 

6 Financial Aid 

7 Debt Service Fund 
9 Self Insurance Fund 
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Location and Responsibility (3 digits) 

The location code indicates the campus and general area to which the expenditure is charged. The 
location code is the ftrst digit in the neld* 

Modesto Junior College 
1 General Purpose 

Columbia College 
4 General Purpose 

Central Services 

7 District-wide Operations 

8 Modesto Junior College 

9 Columbia College 

The resoonsibility designation completes the field. This two-digit code identifies the manager 
having the responsibUity for control of that budget share. The coUeges have conu^ol of this 
assignment* 

90-91 Responsibility Codes by Unit and by Individual 

No. llnii 

Modesto J unior College 



01 Criminal Justice Training Center, PA.LF 

02 Admissions & Records 

03 Agriculture & Biological Sciences 

04 Aru, Humanities & Speech 

05 Behavioral <k Social Sciences 

06 Business 

07 Assi to President, Public Rela,. Dupl 

08 Instruction 

09 Communit>' Services/Outreach 

10 Counseling 

11 Instruction, Relations with Schools 

12 Engineering, Math & Physical Sciences 

13 Financial Aids 

14 Health Occuoations 

15 Home Economics/Trade & Technical Ed 

16 EOPS 

17 Learning Resources 

18 Literature & Language Arts 

19 Media Services 

20 Physical, Recreation & Health Ed 

21 President 

23 Disability Sendees 

24 Student Services, Student Activities 

26 Special Programs/Contract Instruction 

27 Vocational Education/College Services 

28 Comouter Center 



Individual 



Ron Maninelli 
Julius Manrique 
Homer Bowen 
Bob Gauvreau 
Bob Kerr 
Nels Overgaard 
Myra Rush 

Ron Manzoni, Steve Collins 
Odessa Johnson 
Juan Alvarez 

Ron Manzoni, Steve Collins 

Lance Thompson 

Maria Baker 

Lynda Wilson 

Gary Mendenhall 

Celia Barberena 

Dudley Roach 

Betty Inclan 

Bill Woodard 

Doug Hodge 

Stan Hodges» Myra Rush 

Bob Wilhams 

Wilma McLeod 

George Boodrookas 

Dean Colli 

Jim Montalbanp 
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Location and Respoi^slt^pj^y (Continued) 
Columbia College 

51 Instruction 

52 Student Services 

53 Community Services 

54 IMC 

55 Library and Audio- Visual 

56 Administrative & Business Office 

59 Summer School 

60 General Education 

61 \bc.Ed. 

90 Transportation 

91 Buildmgs/Grounds 

YCCD Central Si^m 

56 Fire Service 

80 District Council 

81 Thistecs 

82 Chancellor 

83 Negotiations 

84 Personnel/ Affirmative Action 

85 Vice Chancellor, Educ. Services 

86 Data Processing 

87 Business Services 

89 Asst Chancellor, Business Sendees 

90 Tran^rtation 

91 Buildings/Grounds 

92 Energy/Conservation/Utilities/Purch 

93 Security 

98 Cost of Debt 

99 Employee Benefits 



Ray Uedlich 
Judy Stiattan 
Ray Uedlich 
Lany Steuben 
Larry Steuben 
Dean Cunningham 
Ray Uedlich 

Ray Uedlich/Joan Barrett 
Ray UcdUch 
Ken Uicas 
JohnMilier 



EdHarte 

Tbm Mui Groningen/Pam Fisher 

Tbm Groningen 

Tbm Vain Groningen 

Tbm Van Groningen 

Rich Peralta 

Pam Fisher 

Richard Jaspar 

Tbresa Scott 

EdHarte 

Tbm Harris 

Larry Roskens 

Robert Dinsmore 

EdHarte 

Tbresa Scott 

Teresa Scott 
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APPENDIX A 



Chart of Accounts 

FUND TITLES 



GOVERNMENTAL FUNDS GROUP 
10 General Fund 

12 

20 Debt Service Funds 
21 
22 
29 

30 Spedal Revenue Funds 

11 
32 

33 

34 

35 

39 

40 Capital Projects Funds 

1*1 
42 



Unrestricted Subfund 
Restricted Subfund 

Bond Interest and Redemption Fund 
Revenue Bond Interest and Redemption Fund 
Other Debt Service Fund 

Bookstore Fund 
Cafeteria Fund 
Child Development Fund 
Farm Operations Fund 
Revenue Bond Project Fund 
Other Special Revenue Fund 

Capital Outlay Projects Fund 
Revenue Bond Construction Fund 



PROPRiETARY FUNDS GROUP 

50 Enterprise Funds 
51 
52 
53 
59 

60 Internal Service Funds 

61 
69 



Bookstore Fund 
Cafeteria Fund 
Farm Operations Fund 
Other Enterprise Fund 

Self-Insurance Fund 
Other Internal Services Fund 



•= Account Code determined by district 

Underline = Account Code llluttrative pending statewide »iitomated reporting. 

53 95 



Chart of Accounts 



FUND TITLES (Continued) 



FIDUCIARY FUNDS GROUP 
20 Trust Funds 

21 
71 
2i 
24 
25 

2§ 
22 

2i 

so Agency Funds 

11 
82 

M 

M 
85 
89 



Associated Students Trust Fund 
Student Representation Fee Trust Fund 
Student Body Center Fee Trust Fund 
Student Financial Aid Trust Fund 
Scholarship and Loan Trust Fund 
Investment Trust Fund 
Deferred Compensation Trust Fund 
Other Trust Funds 

Student Clubs Agency Fund 
Scholarship and Loan Agency Fund 
Foundation Agency Fund 
JPA Custodian Agency Fund 
Deferred Compensation Agency Fund 
Other Agency Funds 



ACCOUNT GROUPS 

90 Account Group (NOT A FUND) 

91 General Fixed Assets Account Group 

92 General Long-Term Debt Account Group 



•= Account Code determined by district. 

Underline = Account Code Illustrative pending statewide automated reporting. 
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Chart of Accounts 

REVENUE TITLES 



8100 FEDERAL REVENUES 
Forest Reserve 




Higher Education Act 

Job Training Partnership Act 

Military Personnel Developn^ent Contracts 

Student Financial Aid 

Veterans Education 

Vocational and Applied Technology Education Act 
Other Federal Revenues 



8600 STATE REVENUES 

8610 General Apportionments 

• Apprenticeship Allowance 

• State General Apportionment 

• Other General Apportionments 

8620 Categorical Apportionments 

• Child Development 

• Extended Opportunity Programs and Services (EOPS) 

• Disabled Students Programs and Services (DSPS) 

• Other Categorical Apportionments 

8650 Categorical Program Allowances 

• Community College Construction Act 

• Deferred Maintenance and Special Repair Program 

• Instructional Improvement Grant 

• Other Categorical Program Allowances 

8670 Tax Relief Subventions 

• Homeowners' Property Tax Relief 

• Other Tax Relief Subventions 

8680 State Non-Tax Revenues 

• State Lottery Proceeds 

• Other State Non-Tax Revenues 



•=Account Code determined by district. 

Underline = Account Code Illustrative pendlnc statewide automated reportmg. 
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Chart of Accounts 



REVENUE TITLES (Continued) 

8600 STATE REVENUES (Continued) 

8690 Other State Revenues 

8691 State Mandated CosU 

8692 Timber Yield Tax 

8693 Trailer Coach Fees 

8699 Other Miscellaneous State Revenues 



8800 LOCAL REVENUES 

8810 Property Taxes 

8811 Tax Allocation, Secured Roll 

8812 Tax Allocation. Supplemental Roll 

8813 Tax Allocation. Unsecured Roll 

8814 Voted Indebtedness, Secured Roll 

8815 Voted Indebtedness, Unsecured Roll 

8816 Prior Years Taxes 

8820 Contributionsi Gif ts« Grants, and Endowments 

8830 Contract Services 

• Contract Instructional Services 

• Other Contract Services 

8840 Sales 

8850 Rentals and Leases 

8860 interest and Investment Income 

8870 Student Fees and Charges 

8871 Child Development Services 

8372 Community Service Classes 

8873 Dormitory 

8874 Enrollment 

8875 Field Trips and Use of Nondistrict Facilities 

8876 Health Services 

8877 Instructional Materials Fees and Sales of Materials 

8878 Insurance 

8879 Student Records 

8880 Nonresident Tuition 



Account Code determined by district. 
l>nderline =Account Code Illustrative pending statewide automated reporting. 
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Chart of Accounts 

REVENUE TITLES (Continued) 



8800 LOCAL REVENUES fCont/nueol) 

8870 Student Fees and Charges 

8881 Parking Services and Public Transportation 

8882 Sales of Required Instructional and Other Materials 

8883 Student Center Fee 

8884 Student Representation Fee 
8889 Other Student Fees and Charges 

8890 Other Local Revenues 



8900 OTHER FINANCING SOURCES 

6910 Proceeds of General Fixed Assets 

• Compensation for Loss of General Fixed Assets 

• Sale of Equipment and Supplies 

• Sale of Land and Buildings 

8940 Proceeds of General Long-Term Debt 

• Sale of Bonds 

• Other General Long-Term Debt 

8980 Incoming Transfers 

• interf und Transfers-ln 

• Other Incoming Transfers 



•= Account Code determined by district. 

Underline = Account Code llluitr»tive pending statewide 
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Chart of Accounts 

EXPENDITURE BY AaiVITY TITLES 



INSTRUCTIONAL AaiViTIES 

0100 Agriculture and Natural Resources 

0200 Architecture and Environmental Design 

0400 Biological Sciences 

0500 Business and Management 

0600 Communications 

0700 Computer and Information Science 

0800 Education 

0900 Engineering and Related Technologies (Industrial Technologies) 

1000 Fine and Applied Arts 

1100 Foreign Language 

1200 Health 

1 300 Consumer Education and Home Economics 

1400 Law 

1500 Humanities (Letters) 

1600 Library Science 

1700 Mathematics 

1800 Military Studies 

1900 Physical Sciences 

2000 Psychology 

2100 Public Affairs and Services 

2200 Social Sciences 

3000 Commercial Services 

4900 Interdisciplinary Studies 

5900 Instructional Staff— Retirees' Benefits and Retirement Incentives 



•=Account Code determined by district. . 
Underline = Account Code Illustrative pending statewide automated reportmg. 
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Chart of Accounts 

EXPENDITURE BY AaiVITY TITLES (Continued) 



ADMINISTRATIVE AND SUPPORT AaiVITIES 

6000 Instructional Administration 

6010 Academic Administration 

6020 Course and Curriculum Development 

6100 Instructional Support Services 
6110 Learning Center 
6120 Library 
6130 Media 

6140 Museums and Galleries 

6200 Admissions and Records 

6300 Counseling and Guidance 

6400 Other Student Services 

6420 Disabled StudenU Programs and Services (DSPS) 

6430 Extended Opportunities Programs and Services (EOPS) 

6440 Health Services 

6450 Student Personnel Administration 

6460 Financial Aid Administration 

6470 Job Placement Services 

6480 Veterans Services 

6499 Other 

6500 Operation and Maintenance of Plant 

6510 Building Maintenance and Repairs 

6530 Custodial Services 

6550 Grounds Maintenance and Repairs 

6570 Utilities 

6599 Other 

6600 Planning* Policymaking, and Coordination 



• = Account Code determined by district. 

gnderline ^ Account Code Illustrative pending statewide automated reporting. 
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Chart of Accounts 

EXPENDITURE BY ACTIVITY TITLES (Continued) 

ADMINISTRATIVE AND SUPPORT AaiVITIES (Continued) 

6700 General Institutional Support Services 

6710 Community Relations 

6720 Fiscal Operations 

6730 Human Resources Management 

6750 Staff Development 

6760 Staff Diversity 

6770 Logistical Services 

6780 Management Information Services 

6790 Noninstructional Staff— Retirees' Benefits and Retirement Incentives 

6799 Other 

6800 Com mu nity Services 

6810 Community Recreation 
6820 Community Service Classes 
6830 Community Use of Facilities 

6900 Ancillary Services 

6910 Bookstores 

6920 Child Development Centers 

6930 Farm Operations 

6940 Food Services 

6950 Parking 

6960 Student and Co-curricular Activities 

6970 Student Housing 

6999 Other 

7000 Auxiliary Operations 

7010 Auxiliary Classes 

7099 Other Auxiliary Operations 

7100 Physical Property and Related Acquisitions 

7200 Long-Term Debt 

7300 Transfers, and Payments to/for Students 
7310 Transfers 
7320 Payment to/for Students 

7900 Appropriation for Contingencies 



•= Account Code determined by district. 

Underline = Account Code Illustrative pending statewide automated reporting. 
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Chart of Accounts 

EXPENDITURE BY OBJEa TITLES 

1 000 ACADEMIC SALARIES 

1100 Instructional Salaries, Regular Salary Schedule 

1200 Nonlnstructional Salaries, Regular Salary Schedule 

• Administrators and Supervisors 

• Other 

1300 instructional Salaries, Nonregular Schedule 

1400 Nonlnstructional Salaries, Nonregular Schedule 

• Administrators and Supervisors 

• Other 

2000 CLASSIFIED SALARIES 

2100 Nonlnstructional Salaries, Regular Full-time Schedule 

• Administrators and Supervisors 

• Other 

2200 Instructional Aides. Regular Full-time Schedule 

• Direct Instruction 

• Other 

2300 Nonlnstructional Salaries. Nonregular Full-time Schedule 

• Administrators and Supervisors 

• Other 

2400 Instructional Aides, Nonregular Full-time Schedule 

• Direct Instruction 

• Other 

3000 EMPLOYEE BENEFITS 

3100 State Teachers' Retirement System (STRS) Fund 

• Academic Instructors and Instructional Aides (Direct Instruction) 

• Classified Employees and Instructional Aides (Nonlt *^'uctional) 

• Administrators and Supervisors 

• Other 

• Other Academic Employees (Nonlnstructional) 

• Administrators and Supervisors 

• Other 



•=AccountCode determined by district. 

Underline = Account Code Illustrative pending statewide automated reporting. 
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Chart of Accounts 

EXPENDITURE BY OBJECT TITLES (Continued) 

3000 EMPLOYEE BENEFITS (Continued) 

3200 Public Employees' Retirement System (PERS) Fund 

• Academic Faculty Instructors and Instructional Aides (Direct 
Instruction) 

• Classified Employees and Instructional Aides (Noninstructional) 

• Administrators and Supervisors 

• Other 

• Other Academic Employees (Noninstructional) 

• Administrators and Supervisors 

• Other 

3300 Old Age« Survivors* Disability, and Health Insurance 

• Academic Instructors and Instructional Aides (Direct Instruction) 

• Classified Employees and Instructional Aides (Noninstructional) 

• Administrators and Supervisors 

• Other 

• Other Academic Employees (Noninstructional) 

• Administrators and Supervisors 

• Other 

3400 Health and Welfare Benefits 

• Academic Instructors and Instructional Aides (Direct Instruction) 

• Classified Employees and Instructional Aides (Noninstructional) 

• Administrators and Supervisors 

• Other 

• Other Academic Employees (Noninstructional) 

• Administrators and Supervisors 

• Other 

3500 State Unemployment Insurance 

• Academic Instructors and Instructional Aides (Direct Instruction) 

• Classified Employees and Instructional Aides (Noninstructional) 

• Administrators and Supervisors 

• Other 



•= Account Code determined by district. 

Underline s Account Code Illustrative pending statewide automated reporting. 
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Chart of Accounts 

EXPENDITURE BY OBJECT TITLES (Continued) 

3000 EMPLOYEE BENEFITS (Continued) 

3500 State Unemployment Insurance (Continued) 

• Other Academic Employees (Noninstructional) 

• Administrators and Supervisors 

• Other 

3600 Workers' Compensation Insurance 

• Academic Instructors and Instructional Aides (Direct Instruction) 

• Classified Employees and Instructional Aides (Noninstructional) 

• Administrators and Supervisors 

• Other 

• Other Academic Employees (Noninstructional) 

• Administrators and Supervisors 

• Other 

3700 Local Retirement Systems 

• Academic Instructors and Instructional Aides (Direct Instruction) 

• Classified Employees and Instructional Aides (Noninstructional) 

• Administrators and Supervisors 

• Other 

• Other Academic Employees (Noninstructional) 

• Administrators and Supervisors 

• Other 

3900 Other Benefits 



Academic Instructors and Instructional Aides (Direct Instruction) 
Classified Employees and Instructional Aides (Noninstructional) 



• Administrators and Supervisors 

• Other 



Other Academic Employees (Noninstructional) 
Administrators and Supervisors 



• Other 



4000 SUPPLIES AND MATERIALS 



•= Account Code determined by district. .„«rti„„ 
Underline = Account Code Illustrative pending statewide automated reportmg. 
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Chart of Accounts 

EXPENDITURE BY OBJECT TITLES (Continued) 

5000 OTHER OPERATING EXPENSES AND SERVICES 

• Depreciation 

« Dues and Membership 

• Insurance 

• Legal, Election, and Audit Expenses 

• Personal and Consultant Services 

• Postage 

• Rents, Leases, and Repairs 

• Self-Insurance Claims 

• Travel and Conference Expenses 

• Utilities and Housekeeping Services 

• Other 

6000 CAPITAL OUTLAY 

6100 Sites and Site Improvements 

• Sites 

• Site Improvement 

6200 Buildings 
6300 Library Books 

6400 Equipment 

• Additional 

• Replacement 

7000 OTHER OUTGO 

7100 Debt Retirement 

• Debt Redemption 

• Debt Interest and Other Service Charges 

7300 Interf und Transfers-Out 

7400 Other Transfers 

7500 Student Financial Aid 

7600 Other Payments to/for Students 

7900 Reserve for Contingencies 



• s Account Code dstermined by district. 

Underline = Account Code Illustrative pending statewide automated reporting. 
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Chart of Accounts 

BALANCE SHEET ACCOUNT TITLES 

ASSETS 

9100 Cash. Investments, and Receivables 

• Cash Awaiting Deposit 

• Cash in Bank(s) 

• Cash in County Treasury 

• Revolving Cash Account 

• Investments 

• Accounts Receivable 

• Due from Other Funds 

• Student Loans Receivable 

• Employee Advances Receivable 

9200 Inventories, Stores, and Prepaid Items 

• Inventories and Stores 

• Prepaid items 

9300 Fixed Assets 

• Sites 

• Site Improvements 

• Accumulated Depreciation— Site Improvements 

• Buildings 

• Accumulated Depreciation— Buildings 

• Library Books 

• Equipment 

• Accumulated Depreciation — Equipment 

• Work in Progress 

9400 Other Debits 

• Amount Available in Debt Service Funds 

• Amount to be Provided 

LIABILITIES 

9510 Current Liabilities and Deferred Revenue 

• Accounts Payable 

• Payable to Employees 

• Due to Other Funds 

• Temporary Loans 

• Deferred Revenue 



• ssAccount Code determined by district. 

Underline -Account Code Illustrative pending statewide automated reporting. 
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Chart of Accounts 

BALANCE SHEET ACCOUNT TITLES (Continued) 

LIABILITIES rCont/nued; 

9560 Long-Term Liabilities 

• Bonds Payable (GLTD) 

• Revenue Bonds Payable (GLTD) 

• Other Long-Term Liabilities 

FUND EQUITY 

9600 Fund Balance Reserved 

• Noncash Assets 

• Investments 

• Student Loans Receivable 

• Stores and Inventories 

• Prepaid items 

• Amount Restricted by Law for Specific Purposes 

• Reserve for Encumbrances (Credit) 

• Encumbrances (Debit) 

9700 Fund Balance Unreserved 

• Designated for Commitments by Contract or Other Legal 
Obligation 

• Capital Outlay 

• Collective Bargaining Contracts 

• Leases and Lease— Purchases 

• Personal Services and/or Consulting Contracts 

• Other 

• Designated for Self-Insurance Programs 

• Designated for Payments Resulting from Court Orders 

• Designated for Specific Future Purposes 

• Capital Outlay 

• General Reserve 

• Leases and Lease/Purchases 

• Personal Services and/or Consulting Contracts 

• Revolving Cash Accounts 

• Other 

• Nondesignated Fund Balance 

9800 Investment in General Fixed Assets 



•= Account Code determined by district. 

Underline = Account Code Illustrative pending statewide automated reporting. 
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GLOSSARY OF FINANCE TERMS 



Accounting - The process of identifying, measuring, and communicating 
financial information to permit informed judgments and decisions by users. 

Base Revenue - The districts' total prior year revenue from state general 
apport-^nments, local property tax revenue, and student enrollment fees, 
adjusted when applicable for projected deficits. 

Allocation - Division or distribution of resources according to a 
predetermined plan. 

Apportionment - Federal or state taxes distributed to college districts or 
other governmental units according to certain formulas. 

Appropriation - An allocation of funds made by a legislative or governing 
body for a specified time and purpose. 

Assessed Value - The value of land, homes or businesses set by the 
county assessor for property tax purposes. Assessed value is either the 
appraised value of any newly built or purchased property or the value on 
March 1, 1975, of continuously owned property, plus an annual increase. 
This increase is tied to the California Consumer Price Index but may not 
exceed 2%. 

Auxiliary Operations - Supportive services and/or specialized programs for 
the general benefit of the college(s). Food service and dormitories are 
examples of auxiliary operations. 

Base Year - A year to which reference is made when projecting a current 
condition . 

Block Grant - A fixed sum of money, not linked to enrollment/FTES 
measures . 

Board of Governors - The statewide governing board of the community 
colleges. The members are appointed by the Governor. The Board hires 
the Chancellor of the California Community Colleges and makes policy 
decisions that affect all districts. The Board may be directed by the 
Legislature to regulate certain matters and it may choose to regulate 
others. 

Board of Trustees - The local governing board of each community college 
district. Its members are elected from the service area. The board hires 
the chief administrator of the district and directs the operations of the 
district, It makes policy decisions that are permitted or mandated at the 
local level. 

Budget - A plan of financial operation for a given period for a specified 
purpose consisting of an estimate of revenue and expenditures. (Ideally, 
an educational plan expressed in dollars.) 
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Budget Act - The legislative vehicle for the state's budget appropriations. 
The Constitution requires that it be passed by a two-thirds vote of each 
house and sent to the Governor by June 15 each year. The Governor may 
reduce or delete, but not increase, individual items. 

Budgeting - The process of allocating available resources among potential 
activities to achieve the objectives of an organization. 

Categorical Funds - Funds received by a district for a certain purpose 
which can only be spent for that purpose. Examples: Funding for the 
disabled, EOPS, deferred maintenance, and matriculation. 

Chart of Accounts - A systematic list of accounts applicable to a specific 
entity. 

Consumer Price Index (CP/; - A measure of the cost of living compiled by 
the United States Bureau of Labor Statistics. These indices of inflation are 
calculated regularly for the United States, California, some regions within 
California, and selected cities. The CP! is one of several measures of 
economic change. 

Cost of Living Adjustments (COLA] - an increase in funding for revenue 
limits or categorical programs. Current law ties COLAs to indices of 
inflation, although different amounts are appropriated in some years. 

Course Classification - All courses offered by a college are classified by 
area (Examples: Letters and Science, Vocational, Community Services, 
etc.), by credit given, and by transferability, and this information is 
submitted to the State Chancellor's Office. 

Current Expense of Education (CEE) - ECS 84362 - The current General 
Fund operating expenditures of a community college district excluding 
expenditures for food services, community services, object classifications 
6000 (except equipment replacement) and 7000, and other costs specified in 
law and regulations. 

Deferred Maintenance - Major repairs of buildings and equipment which 
have been postponed by college districts. Some matching state funds are 
available to districts which establish a deferred maintenance program. 

Education Code - The primary body of law which regulates education in 
California, Additional laws are contained in the California Code of 
Regulations, Title 5, the Government Code, and general statutes. 

Encumbrances - Obligations in the form of purchase orders, contracts, 
salaries, and other commitments for which part of an appropriation is 
reserved. 

Enrollment/FTES Cap - A limit on the number of students (FTES) for 
which the state will provide funding. 

Equalization - Funds allocated by the Legislature to raise districts with 
lower revenue limits toward the statewide average. 



Expenditures - Amounts disbursed for all purposes. Accounts kept on an 
accrual basis include all charges whether paid or not. Accounts kept on a 
cash basis include only actual cash disbursements. 

Fifty Percent Law - Requires that fifty percent of district expenditures in 
certain categories must be spent for salaries and benefits of classroom 
instructors and some instructional aides. Salaries of counselors and 
librarians are not included in this classification. 

Foundation Program - An early funding principle for the colleges that set 
a revenue floor per ADA funded from a combination of state and local 
sources. The district's local board could raise money beyond that amount 
through local taxation. 

Full-time Equivalent Student - An PTES is a student workload measure that 
represents 525 class (contact) hours of student instruction/activity in 
credit and noncredit courses. Full-time equivalent student (FTES) is one 
of the workload measures used in the computation of state support for 
California community colleges. 

Fund - An independent fiscal and accounting entity with a self-balancing 
set of accounts for recording cash and other financial resources, together 
with all related liabilities and residual equities or balances, and changes 
therein . 

Fund Balance - The difference between assets and liabilities. 

General Fund - The fund used to account for the ordinary operations of 
the district. It is available for any legally-authorized purpose not specified 
for payment by other funds. 

inflation Factor - An increase in apportionment provided by the state to 
reflect the increased cost of operation due to inflation. 

Lottery - Approved by voters in November 1984, lottery games began in 
October 1985. Of the total lottery revenues generated, a minimum of 34% 
must be distributed to public schools and colleges for "education of 
pupils." Lottery income has added about 3% to 4% to community college 
funding. 

Mandated Costs - College district expenditures which occur as a result of 
federal or state law, court decisions, administrative regulations, or 
initiative measures. 

M arginal Funding - A procedure whereby the gain or loss in funds for 
growth or decline in FTES is computed at a rate which is less than the 
average revenue per FTES. 

Noncredit FTES - FTES earned in noncredit courses, generally adult 
education . 

Object - Expenditure classification category of an item or a service 
purchased. 
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Per Capita Personal Income - Income before taxes as estimated by the U.S. 
Department of Commerce. 

Program-Based Funding - A system whereby a program or activity 
generates revenue based on a formula or allocation without specifying 
where and how the funds must be spent. 

Proposition 13 - An initiative amendment passed in June 1978, adding 
Article XIM A to the California Constitution. Tax rates on secured 
property are restricted to no more than 1% of full cash value. Proposition 
13 also defined assessed value and required a two-thirds vote to change 
existing or levy other new taxes. 

Reserve - Funds set aside in a college district budget to provide for 
future expenditures or to offset future losses, for working capital, or for 
other purposes. 

Restricted Funds - Money which must be spent for a specific purpose 
either by law or by local board action. 

Revenue - Income from all sources. 

Revenue Limit - The specific amount of student enrollment fees, state and 
local taxes a college district may receive per pupil for its general 
education program. Annual increases are determined by Proposition 98 
formula or the Legislature. 

Shortfall - An insufficient allocation of money, requiring an additional 
appropriation or resulting in deficits. 

Split Roll - A system for taxing business and industrial property at a 
different rate from individual homeowners. 

State Apportionment - An allocation of state money to a district based on 
total available general revenues less property taxes and enrollment fees. 

Subventions - Provision of assistance or financial support, usually from 
higher governmental units to local governments or college districts, for 
example, to compensate for loss of funds due to tax exemptions. 

Sunset - The termination of the regulations for a categorical program or 
regulation. 

Tidelands Oil Revenues - Money from oil on state-owned lands. When 
available, some of the revenues are appropriated for community college 
capital outlay needs. 

TOP Code - Taxonomy of Programs code number used in budget. 

Unencumbered Balance - That portion of an appropriation or allotment not 
yet expended or obligated. 

Unfunded PTES - FTES which are generated in excess of the 
enroilment/FTES cap. 
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Preface 



This Occasional Paper aims to provide a relatively comprehensive 
introduction to an important discussion taking place nationally on issues 
relating to both higher education finance and quality. The intent is to 
accurately articulate the issues raised in this national debate and, where 
possible, relate it to the experience in California. Because many of these 
issues are both important and relatively new concepts in the higher education 
policy debate, in ie interests of clarity and accuracy this report rehes heavily 
and dirsctly on the recent national literature covering these topics. As 
evidenced by the extent to which their text appears in this report, the author is 
particularly indebted to two excellent articles published elsewhere. The first, 
prepared as part of the Pev/ Charitable Trust's Higher Education Research 
Project, is titled "The Lattice and the Ratchet." The second is an article by 
William Massy and Andrea Wilger entitled "Productivity in Postsecondary 
Education: A New Approach," published in the Winter 1992 issue of 
Educational Evaluation and Policy Analysis. 

For readers interested in exploring the issues raised in this report in greater 
detail, the author especially recommends the broad body of work produced by 
the Pew Charitable Trust, Robert Zemsky and WilUam Massy. 
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Section I. Introduction 




IGHER education in California faces the last decade of this century in a state of 
unparalleled crisis. The reasons are apparent. Unrelenting population growth and the 
birth of the information age are combining to drive enrollment demand to historic highs; 



the State's financing system is structurally ill-equipped to meet higher education's needs because 
of expenditure growth in competing programs that enjoy statutory or constitutional funding 
protection; and a three year recession, with no end in sight, continues to compound and obscure 
the budgetary pressure caused by the first two factors. 

But there may be yet another force at work. Despite deep funding cuts over the past three years, 
there is still the sense among some that higher education's costs rose faster than necessary prior to 
the current budget crisis, and might possibly still be too high. At the very least, there is fioistration 
in some quarters that funds expended in higher education are not being deployed consistent with 
the staters highest priorities. Right or wrong, these perceptions are not unique to California, as 
Dr. Jim Mingle, Executive Director of the State Higher Education Executive OflBcers Association 
(SHEEO) pointcu out recently: "There is a persistent problem that nags at higher education. It is 
the increasing cost of the enterprise, and in the views of some observers, its declining 
effectiveness, especially with undergraduates. In the words of one of the participants of our 
seminar, "Students seem to be paying more and getting less."^ 

At any rate, and regardless of how much California's higher education systems currently spend to 
accomplish their missions, population growth and the cunent budget crisis both make it apparent 
that the need to contain costs and enhance productivity will be high priorities in all three public 
segments for the foreseeable future. Any businessperson knows that whether the goal is to reduce 
organizational slack or to cope with long-term revenue shortfalls, the strategies are the same: to 
reduce costs and increase productivity, while preserving and where possible enhancing 
institutional performance and dynamism. In recognition of these trends, this Occassional Paper 
describes the cunent thinking in the national literature on the subject of cost-containment and 
productivity in higher education. Based upon this literature, Beyond Business as Usual presents a 
firamework for characterizing the major factors driving higher education costs, outlines potentially 
promising areas to pursue in identifying cost-containment and resource reallocation strategies, and 
provides examples of several colleges and universities across the country that are not only 
significantly reducing costs, but in doing so are actually improving institutional performance. But 
first, the following two sections briefly outline the history and evolution of California's public 
higher education system, as well as the major budgetary and demographic challenges facing it in 
the future. 



^Mingle, Jim. The Dynamics of Academic Productivity, (Denver: State Higher Education Executive Officers 
Association), March 1990, (Foreword). 
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Section 2. History and Missions of 

California Higher Education 



IN order to relate CalifoiTiia's experience to the broader national context, it is important to 
begin with a sound understanding of the major historical developments and current 
organization missions that have shaped the form of California's public higher education 
system over the years. The following paragraphs from a recent staff report prepared for the 
Assembly Higher Education Committee provide an excellent summary of these issues -.^ 

University of CaUfomia 

"Like many public universities in other states, the University of California began with its 
Berkeley campus as a federal land-grant institution. In exchange for the federal land given 
to the state to establish a university, the university was required to conduct and 
disseminate research m the agricultural and mechanical sciences. As a result, even today 
agricultural research is the largest area of state-funded UC research, and the cooperative 
extension service (which links California agriculture to UC research) and related programs 
are the largest component of the University's public sendee budget. 

Although the federal land grant provided the impetus for its creation, UC began as a 
comprehensive institution with undergraduate and graduate programs in the liberal arts 
and sciences. The initial agricultural research mission broadened quickly as universities 
throughout the country embarked on more intensive (and better funded) eflforts to expand 
the frontiers and applications of knowledge. 

Unlike the California State University and the community colleges, no overriding or 
preeminent mission has ever been articulated for the University of California in any of the 
iterations oUht Master Plan. Rather, the mission statement for UC has focused on areas 
in which it holds exclusive or near-exclusive responsibility: doctoral education, 
postbaccalaureate professional training in medicine, law dentistry, and veterinar>' medicine, 
and state-supported research. Undergraduate and graduate instruction in other academic 
and professional subject areas are also part of the University's mission. Although the 
relative emphasis on the various fimctions has shifted toward research over time, UC's 
mission has remained essentially unchanged as the State's higher education framework 
developed, 

California State University 

From the establishment of the San Jose Normal School in 1857 up until 1935, California 
operated teacher colleges (originally called "T^ormal Schools") to train elementary and 
secondary instructors. Legislation in 1935 renamed these institutions "State Colleges" 
(now State Universities) and authorized them to grant the baccalaureate degree b liberal 
arts fields. The State Colleges, operating under the State Board of Education until 

2 Assembly Higher Education Committee. •Discussion Paper #1 : Mission and Function." Master Plan for Higher 
Education in Focus, 1993. 
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codification of the 1960 Master Plan, gradually evolved into comprehensive regional 
institutions actively involved not only in teacher training, but in meeting the state's 
growing demand for expanded access to undergraduate degree programs. 

With the University of California akeady charged with offering undergraduate education 
as the State's public university system, why was a second system created, rather than 
simply expanding UC? Largely because CSU did not emerge at once as a full-fledged 
university; rather, the number and scope of its campuses grew incrementally throughout 
the first half of this century. Although UC acquired its Los Angeles and Santa Barbara 
campuses from the State College system, in 1943 the Regents rejected the possibility of 
merging the two systems. Sentiment within the State Colleges was not much more 
positive and in 1946 the State Constitution was amended to prohibit the transfer of any 
school or college from the State Board of Education to any other authority. 

In 1955, a study commissioned by the legislature recommended that the State Colleges be 
permitted to grant the master's degree. The 1960 Master Plan reaffirmed and codified this 
recommendation, and further authorized the colleges to grant the doctorate jointly with 
UC (later, with independent institutions as well). Instruction was to be the primary 
function of CSU, with doctoral programs and instructionally-related research as 
authorized activities. 

The 1989 Master Plan broadened the mission of CSU considerably. The new assignments 
included a "broad responsibility to the public good and welfare of the state," and 
•^programs of public service** for students and faculty. The state committed itself to 
finance research related to the institution's instruction and public service missions. An 
effort by CSU to secure authority to independently award the doctorate in education, 
however, was rejected. 

Although CSUs n-iission has shifted over time for some faculty and campus presidents, 
undergraduate education and teacher training remain the core functions of the institution. 

California Community Colleges 

The legislature in 1907 authorized high school districts to offer lower division coursework 
in order to serve students who could not attend a baccalaureate institution. The first 
community college (then called junior college) was established in Fresno three years later, 
in large measure because the nearest four-year institution was geographically inaccessible 
(University of the Pacific in Stockton). Witlun a decade after the enactment of the 
enabling legislation, nearly 20 school districts were offering general education, vocational, 
and remedial coursework through community colleges. 

By 1960, the state's network of community colleges had expanded in number to include 63 
campuses, in scope to include adult education and commumty service courses, and in 
service population to include a large proportion of adults as well as traditional college-age 
students. The 1960 Master Plan affirmed the diverse missions of the community colleges, 
but placed new emphasis on transfer education. It also reconunended an increase in the 
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service area of community colleges to cover the entire territory of the state. In doing so, 
the Master Plan placed community colleges at the core of California's commitment to 
universal access to higher education; community colleges were to be accessible (through 
open admissions, geographic proximity, and no fees) to every Califomian interested in 
postsecondary educational opportunities. 

The 1989 Master Plan defined lower division and vocational education as the primary 
missions of the community colleges, with instruction in basic skills, English as a second 
language, community service, and adult education as •'essential and important functions." 
Responsibility for adult education is shared with secondary schools.**^ 

California's Relationship to Higher Education Nationally 

Higher education leaders in California often observe that their systems are unique to any other 
college or university system operating in America - and in many ways they are correct. The size 
and complexity of California's three public higher education systems are unmatched anywhere else 
in the country. The breadth and scope of degree offerings, the wide diversity of courses and 
programs, the enormity of the research and teacher preparation programs, and the sheer numbers 
of students are all unprecedented in American history. As individual systems, and when taken as a 
whole, it is certainly fair to say that on many levels California higher education is unique and thus 
not comparable with higher education systems in other states. 

Yet at the same time, California's colleges and universities arc in many ways typical of the 
A^Tierican collegiate landscape. On individual campuses, at the department and unit levels, 
California's colleges and universities have much in common with institutions across the country. 
Funding for faculty salaries is based upon compensation surveys of ''comparable** institutions in 
other states; faculty and campus leadership are recruited fi*om national candidate pools; tuition 
levels are often compared to national averages of comparable institutions; athletic teams compete 
at the national level; and administrators, faculty, and staff all belong to national academic and 
professional associations, where ideas are shared and national networks arc built. While at the 
mega-organizational level California higher education is certainly unique, at the departmental level 
California's colleges and univershies are as much a product of the national academic culture as 
they are the product of anything intrinsic to California. 

Thus, while Califorma higher education may be completely unique as to size, scope, and in the 
specifics of its organizational structure, at the departmental level its growth and evolution have 
broadly mirrored national patterns. For example, recent work conducted by California 
Postsecondary Education Commission (CPEC) indicates that faculty distribute their time between 
research and instruction at UC very similarly to faculty at other research universities nationally.^ 
Likewise, studies have shown that for both UC and CSU, in areas as diverse as faculty retirement 
patterns, average time-to-degree, faculty hirijig and promotional practices, and average per- 
student instructional costs, their experiences are more reflective of national norms than they are 



^Ibid. 

^California Postsecondary Education Commission Exptndituresfor University Instruction: A Report to the 
Governor and Legislature in Response to Supplemental Report Language to the J 99 J Budget Act, (Sacramento: 
The Commission), 1993. l^ S 
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One major historical development in which California higher education clearly reflected major 
national trends was described by Frank Newinan in Teaching Undergraduates: "One can describe 
American higher education as having gone through two historic phases. The first, which lasted 
until the late 19th century, was focused on the development of character and the transmission of 
knowledge; the second and current period is dominated by research and the generation of new 
knowledge.** 

He continues: "With the creation of ..competitive grant systems for research and scholarship 
immediately after World War n...the American research university developed. The result was an 
academic pecking order wth the great private universities at the top, followed by the great public 
research universities, the comprehensive universities, the liberal arts colleges, the four-year public 
institutions, and finally the community colleges.**^ 

Tnrough the mission differentiation contained in tht Master Plan, the rest of the nation views 
California as having its "pecking order" defined as precisely as anyone. Couple this with UC's 
unparalleled research breakthroughs and its management of the Los Alamos and Lawrence 
Livermore National Laboratories, and it is easy to see why California is seen as the very 
embodiment of these historic national developments in public higher education. In fact, 
California's tripartite system has worked so well for so long that it has come to be seen as a model 
to be emulated, not so much by other states because of their smaller size, but by numerous other 
nations.^ 

Summary 

The question now facing California is whether it will be possible to maintain the current system as 
it has evolved, while at the same time accommodating needed growth at historic levels of fiinding. 
A recent study of California higher education, conducted by the Organisation for Economic 
Cooperation and Development, identified this as the critical issue facing educators and poUcy 
makers in this state: 

• "The Califomian higher education system is recognised throughout the OECD world^ as a 
bold blueprint for providing widespread post-secondary education while preserving the 
separate missions of the three types of public institutions — the Community Colleges, the 
State University and the University of California. It seeks to reconcile populist with elitist 
institutions, access with success, equality with excellence, and the market v^dth the state in 
developing educational solutions to political, social, and economic problems. 



^Newman, Frank. Teaching Undergraduates, cd. Bnicc Kimball, 1988. 

^Organisation for Economic Cooperation and Development Reviews of National Policies for Education: Higher 
Education in California, (Paris, France: OECD), 1990. 

^OECD is an international organization conmiittcd to promoting cconomi'^ ievclopment and world trade among its 
member nations. Member nations include: Australia, Austria, Belgium, Canada, Denmark, Finland, France, 
Germany, Greece, Iceland, Ireland, Japan, Luxembourg, the Netherlands, Nonvay, Portugal, Spain, Sweden, 
Switzerland, Turkey, the United Kingdom, and the United States. 1 ^ () 
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••The most significant feature of the California system is the established collective 
commitment to provide places in public institutions at comparatively low cost to students, 
a policy which has permitted social and professional integration of the successive waves of 
immigrants. For such a policy (to continue to work), the choice of a public financial 
strategy which can meet the growing educational needs is essential. Competition for 
public funds between education sectors as well as with other social needs are increasing. 
(The central issue now facing California is whether) the sum of these admirable ambitions 
may be greater than that of public willingness to vote their necessary fiinds."^ 

The following section addresses this central issue. 



/ 



^Reviews of National Policies for Education: Higher Education in Cattfomia, op. cit. 





Section 3. The Clear and Present Challenge: 

Growth, Diversity, and Deficits 



N spite of the proud history of higher education in California, the challenges facing the three 
public systems arc mounting at an alarming rate in both number and scope. As a result, it is 

becoming increasingly clear that either the systems must together find new ways to 

accomplish the sum of their various missions, or long-tem funding limitations will make it 
necessary to either implicitly or explicitly scale back the state's educational goals. 

Demographic Inevitabilities 

students, More Students, and Still Mon Students 

As described earlier, each of California's three public higher education systems has individual 
admissions standards defined in the Master Plan for Higher Education. Due to the budget crisis 
there are now numerous proposals which aim in various ways to shift enrollment demand between 
the systems into more economical configurations. Notwithstanding these proposals, there is still 
little debate that, when taken together, the three systems should still aspire to accommodate and 
provide educational services, in some manner or other, to all aduh residents able and willing to 
benefit from instruction. Wl^le there may be some efficiencies to be gained by rearranging the 
mix of total enrollment demand between tlie systems, unless the state wants to consider changing 
the fundamental assumption of open access somewhere in the system, then current population 
projections imply tremendous enrollment growth in California's public high.et. education system 
over the next IS years, 

"There is a broad statewide consensus that as a result of both population growth and the evolving 
demands of the state's economy, California should be planning to accommodate about 800,000 
additional college students by the year 2005 than at present. But instead of planning for 
desperately needed expansion, ongoing budget cuts aie now forcing higher education to examine 
the need to reduce enrollment and maybe even close some existing campuses in future years."^ 
Just to put these estimates in perspective, the projected net enrollment growth of 800,000 
students is larger than the total current college enroUment in all but one other statc.^° Even if 
California was to deny access to half of these future eligible students - a full 400,000 - the 
remaining enrollment increase of 400,000 would still be larger than the total current emollment in 
all but six states. 

The Imperative of Diversification 

Not only is California's population growing at a rapid rate, but the racial^ethnic composition of its 
population is diversifying even faster. By the year 2000, California will be the first mairJand state 
whose population has no absolute racial/ethnic majority. And since the population distribution of 
non- White Califomians is weighted toward younger age groups, the efifects of these changes are 
being felt in California's educational system earlier and more profoundly than in many other parts 
of society. "In many respects the future is now. In the Los Angeles Unified School District, 80 



5tducation Roundtable. The. The Golden State at Risk: A Joint Statement on the Crisis Facing California Higher 

Education, (Sacramento: The Commission) 1993, p. 3. 

**^.S. Department of Education, Education Statistics, 1992, p. 188. 
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distinct languages are now spoken, and over the next 15 years only 15 percent of the new workers 
entering the work force will be White males. Fully 85 percent of Uie net additions to the work 
force will be women and non-White males — many of them recent inumgrants.**^^ 

As the Education Roundtable has stated: "Without question, these students deserve at least the 
same education opportunities provided to previous generations, and preserving the health of 
California's economy probably requires more... Our future as a state - and as a nation — literally 
depends on it. Our society has evolved to the point where it is now obvious that ideas, and the 
ability to develop and articulate them, wall be to nations in the twenty-first century what oil, 
timber, and steel were to countries in the nineteenth and twentieth centuries. 

•*The bitter irony is that the current crisis is emerging just as the K-12 school reforms of the 1980s 
begin to bear fruit. At precisely the time that more and more school children are working and 
studying harder to improve themselves through education, and at just the time when these 
students are coming from more diverse racial/ethnic backgrounds, society is applauding them with 
one hand and slamming the college door shut with the other. Now more than ever, it is 
imperative that California deliver on its historic promise of high-quality and affordable education 
for all those capable and billing to benefit."!^ 

The Never-Ending Budget Ax 

In spite of this obvious and compelling need to expand educational opportunities, "Wliether we 
choose to recognize it or not, for the past several years Califomians have been making the 
decision to slowly dismantle their worid renowned higher education system. 

From the point of view of the higher education establishment, the Education Roundtable 
described the scope of the problem in a recent joint statement entitled The Golden State at Risk: 

*'Like a beautiful building that is not property maintained, California's higher education 
system is still more or less intact, but the telltale signs of decline are all around us. Fewer 
class sections, larger class size, huge tuition increases, faculty layoffs, elimination of 
departments, and declining enrollment in the face of dramatic population growth are just a 
few examples of the pervasive forces at work. No one in higher education is exempt from 
these destructive pressures. The four systems which make up California's higher 
education system - the mdependent colleges and universities, the University of California, 
the California State University, and the California Community Colleges - whether through 
student financial aid or direct appropriations, are all facing substantial and ongoing 
reductions in State support. 

••If these trends continue, the immediate result will be a diminished pool of college 
graduates (and by extension, high skill workers), despite a rapidly growing population. 
The long-term effect will be to see high-quality instruction and unprecedented research 
efforts sink into mediocrity. The implications of a systematic decline in both the size and 



1^ The Golden State at Risk, op. cU., p. 4. 
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skill-level of the State's labor force are obvious, as are the implications of allowing 
California to lose its repuution as the world's leader in high-tech research and innovation, 
Simply stated, by allowing the slow erosion of higher education, California's economic 
future is being placed in serious jeopardy, "^^ 

Th0 Big SquBeza: 

Hfghar Education's Vulnunbnity as • Non-Protocted Budget Cat«gory 
Many experts, such as the State Department of Finance and the Commission on State Finance 
(COSF), now believe that the current economic climate is only exacerbating a deeper stnictural 
imbalance between state revenues and expenditures. As one legislative leader noted during last 
year's budget crisis, the state could eliminate all public universities, all prisons, both the le^slative 
and executive branches of government, and still not cover the cunent-year budget deficit. This 
view maintains that we are not experiencing a primarily recession-induced deficit; that at its core, 
this budget crisis is structural and not cyclical. 

In 1991 the COSF projected annual state budget deficits through the rest of the decade, even in 
the event of inui.cdiate economic recovery and consistent growth thereafter. Needless to say, 
California did not experience immediate economic recovery in 1991, and as a result these 
projections are now probably underestimates. At any rate, COSF projects that state deficits will 
persist throughout the 1990s, with a S5-7 billion single-year deficit projected for the year 2001.15. 
The State Department of Finance has agreed with the general direction of these trends, except 
that it has projected even higher structural deficits. This basic mismatch between projected 
revenues and expenditures is shown graphically in the display presented on the next page. 

The reasons for these grim forecasts are fairiy obvious and their implications for higher education 
have been outlined repeatedly over the years in various CPEC studies. Specifically, those groups 
most in need of state services - namely the young and senior citizens -- are growing rapidly, 
while population among working-age persons is declining as a proportion of the total population. 
At the same time, most areas of the state budget enjoy statutory or constitutional protection of 
base fianding, with guaranteed fianding for increases related to caseload growth. These increases 
are required cither in statute or the constitution, whether or not state revenues are available to pay 
for the programs. The resuU is that it is nearly impossible to significantly adjust fimding levels in 
constitutionally protected programs, and while there is more willingness to look at statutorily 
protected programs now than in previous years, as a practical matter they are still far more 
difBcult to adjust than completely unprotected programs. Since the university systems are among 
the few remaining areas of the budget where fiinding levels are not somehow guaranteed, higher 
education is extremely vulnerable to disproportionate and ongoing cuts in response to annual 
budget deficits. (The Commission; 1992)1^ "Ominously, that portion of the state budget 
committed to legally protected programs is expected to reach 100 percent of total projected 
revenues within ten years. According to these forecasts, by the end of the decade no state 



•''ibid., p. 3. „ 
l^Commission on State Finance. Long-Range General Fund and Expenditure Forecast: 1990-2000, (Sacramento: 

COSF), 1991. , ^ „. . 

l^Califomia Postsecondary Education Commission. Prospects and Methods for Financing California Higher 
Education. (Sacramento: The Commission), March 1992. 
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resources will be left to finance unprotected programs such as higher education. In feet, these 
trends are already well under way. Between 1984-85 and 1992-93, i period that includes several 
good budget years, the percent£ge of state general funds devoted to higher education fell fi-om 
1 5.5 percent of the budget to 1 1 .4 percent. ''^'^ 

Projected Expenditure Growth 
in Major St Budget Categories 1989-2001 



Avi. Annuals Growth 




Projection: Deficit After Deflcft, 
At Least Through the 1990's 
"While there is room for debate, there are 
strong indicators that imply that the current 
budget crisis is long-term, structural, and not 
primarily a result of the recession. To the 
extent that this assessment is accurate, then is 
it unrealistic to expect that basic structural 
imbalances now built into the state's financing 
system will disappear entirely with economic 
recovery. Instead, without significant tax 
increases, reform of the state budgeting 
process, and/or a fundamental change in state 
spending patterns, then the past three budget 
years may be typical of what California can 
expect for the rest of the decade. 

In fact, the depth and longevity of the current 
budget crisis have already pushed California 
higher education well down the cost- 
containment road, but up to this point it has 
not been a particularly thoughtful or forward 
looking path. Not only have recent state 
budget reductions placed intense pressure on 
higher education, but the manner in which these cuts have been absorbed has also contributed to a 
situation that was unthinkable just a few years ago. Short of making basic changes in its manner 
of operation, higher education has either already or shortly will become unable to accommodate 
all eligible students. One-time cuts are by definition limited; hiring freezes cannot continue 
forever, maintenance cannot be deferred permanently, early retirement programs are a short-term 
fix, and fees cannot rise by 40 percent every year. Worse yet, a broad reliance on across-the- 
board cuts has sent all the wrong messages to institutions and individual departments: it says that 
the crisis is short-term; that priorities and hard choices will not be made; and that units and 
departments should maximize their expenditures now and in the future as a hedge against the 
effect of possible future across-the-board reductions. 

In sum, these cost-cutting measures have been decidedly short-term and crisis-oriented. More 
importantly, they do nothing to strategically position higher education for coping vwth either the 
enrollment pressure or the long-term state "revenue diet" ihat is now being anticipated. 
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Summary: Given Current Policy CommitmentSp 

Additional Resources Will Be Needed Even If Costs Are Reduced 

Regardless of the need to pursue promising opportunities for achieving new cflBciendes and long- 
term cost-containment, the sheer weight of population growth and its associated enrollment 
demand will require that additional resources be made available to higher education in the fiiture. 
800,000 additional students cannot be accommodated within current funding levels, no matter 
which system they attend for lower-division instruction. But even though enrollment pressure will 
legitimately require real funding increases, it is also highly unlikely that California will be able to 
finance that growth in the manner to which higher education has become accustomed. This is 
likely to be true even if the recession ends tomorrow and the structural deficiencies in the state's 
financing system are corrected immediately. 

These dual pressures have created some contention in the higher education policy debate because 
the cases for increasing funding and containing costs are both true, but at a superficial level 
appear for some to be in conflict. But they are both true. Unrelenting enrollment pressure will 
necessitate that additional resources be made available to higher education in the coming years; 
but with or without economic recovery and/or state finance reform, this same enrollment pressure 
will also dictate a new imperative: that higher education find ways to do more with each dollar it 
receives. As John Ashcrofl, the Missouri governor who headed the Governor's Task Force on 
College Quality noted: '^We need not just more money for higher education, we need more 
education for the money. 



^^Ashcroft, John. National Governor's Association; Washington, l^Cg ^j>86. 
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HE specific budgetary methods used to detcmiine financing levels for California's university 
systems arc technical and somewhat arcane," but broadly speaking the major tradeoffs at 
work in these deliberations can be thought of in terms of a relatively simple formula: 




While this characterization is too general to capture all dimensions of the financing puzzle 
confi-onting state decision makers, it is nevertheless a useful approach for identifying and 
categorizing the broad strategies available to state and higher education leaders. Simply stated, 
governmental appropriations (primarily State General Fund) and unrestricted non-state revenues 
(primarily tuition) must together equal a system's total FTE enrollmem muItipUed by its average 
cost per FTE student. 

Despite efforts to keep the finance equation as simple as possible, the scope of research activities 
conducted at the University of California necessitates some additional discussion as to what is 
included in its "Cost per FTE Student." While "Cost per FTE Student" is a fair proxy for real 
student instructional costs at the State University, it is not so simple at the University of 
California. 

Because of the unique research mission at UC, much more is necessarily embedded in the "Cost 
per FTE Student" component of its finance equation. Externally fiinded research money is 
completely excluded fi-om the above equation; but still, these vast resources are not spent in a 
vacuum. It takes a significant amount of faculty time to conduct research and spend the external 
research grants. The University of California recently estimated that approximately 46 perccm of 
faculty time could be reasonably attributed to non-instructionally related research or public service 
activities.^o While sponsored research is generally funded fi-om non-state money, the time faculty 
devote to research (as with their other duties) is financed mainly through salary fijnds provided by 
the state in the "Instruction" line-item of the University's general fiind appropriation. In addition, 
a significant amount of fimding for non-sponsored research (often referred to as departmental 
research) is also provided from the General Fund in the "Instruction" line-item. The same is also 
true for some of the support and administrative overhead costs related to these non-instructional 
artivities, although they are accounted for in difierent line-items. 



l^ecause of their mulUple revenue sources and Proposition 98 protections, the community colleges are excluded 
from this discussion, although it applies fully with regard to analysis of student fee and expenditure issues. For a 
more complete discussion of community college finance, as well as a more comprehensive description of the 
financing mechanisms used for the university systems, see: Prospects and Methods for Financing California 
Higher Education, op. cit.. 
^^The Cost of University Instruction, op. cit. 
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As a result, the "Cost per FTE Student** component of the University's finance equation is not so 
much a proxy for per-student "instructional costs" as it is a broad per capita measure of all general 
campus operations funded through either student fees or the General Fund. As the following 
equation shows, the University of California's "Cost per FTE Student" can be seen as having 
several critical subcomponents^ some of which are completely unrelated to instruction: 




A sound understanding of both these instructional (for all three systems) and non-instructional 
(for U.C) sub-components of the "Cost per FTE Student" is central to identifying potential 
alternatives for cost-containment or improving productivity. 



Keeping in mind the complications introduced by the multiple missions of the University of 
California, by returning to the original financing formula and talcing it one step fiirther, it is 
possible to broadly characterize the four general strategies available to decision makers for 
addressing fijndamental imbalances in this equation. In fact, anyone working with higher 
education budgets for the past several years will recognize that of the many approaches suggested 
tor dealing with the current budget crisis, neariy all can be easily identified as addressing one of 
die four variables in this equation: 

Increase State Appropriations Increase Student Charges ^ 

State General Fund Ap£^^ i*- No||^^^ (P*^*^.»T|''J! tuitioji)** 

Futt-Time Equivalent (FTE) £nrt)!iment X Cost per FYE S?tpdent ^ ^ 
Decrease Enrollment/Reduce Access Reduce Average per Student Costs 

Given the current state budget crisis and significant ongoing enrollment pressure, it is probably 
safe to assume that for the foreseeable fiiture there is little chance that the state will be able to 
fimd current operations and enrollment growth at historic levels (see Section 3). For the 
immediate crisis that leaves three remaining strategies for policy makers to consider in the eflfort 
to balance the budget equation: 1) increase student fees further, 2) reduce the number of students 
enrolled, or 3) reduce average per-student costs. 

The California Postsecondary Education Commission spoke to the first of the remaining options 
in a report released earlier this year: ''(T)he State has charged the Commission to work with a 
wide-ranging advisoiy group to develop recommendations for change in (student fee policies). 
The Commission expects to submit its views later this year on a series of alternative student fee 
and financial aid policies stemming from that project... Yet general agreement exists that 
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continually raising student fees, regardless of building in protections of increased financial aid, 
cannot by itself solve California's problem of adequately financing higher education. 

Thus, if increases in State General Fund appropriations and student tuition cannot be expected by 
themselves to eliminate the apparent gap in needed fiinding, that makes the final two options 
critical in efforts to balance higher education's collective budget. In fiict, with regard to the third 
strategy - lower enrollment - higher education's leaders are already seriously considering limiting 
enrollment to levels below current demand projections. As yet there has been no explicit change 
in policy, though administrative steps such as earlier ^application deadlines have the same effect. 

This should not be surprising, since limiting enrollment has a certain surface attractiveness for 
institutional leaders: It enables campuses to accommodate a static or declining revenue base while 
propping up, to the extent possible, current per-student expenditures. Because this approach has 
the effect of spreading available funds over fewer students, it represents the least disaiptive option 
with regard to forcing changes in higher education's current instructional and general institutional 
routine. As a budgetary strategy, linuting eru-ollment serves to preserve and protect the current 
approach to institutional operations, albeit on a more limited scale. 

However, of all available strategies, limiting enrollment is also probably the most disruptive for 
the affected students, and may be the most disruptive with regard to California's long-term 
economic and social health. The risks associated with reducing enrollment as a budgetary savings 
strategy have led CPEC to state that: "(Reducing enrollment) would have such severe economic 
and social consequences for California that even though some limits on enroUment may be 
inevitable, given the depth of the state's budget crisis, for the long run it should be seen only as a 
last resort after all strategies for raising revenues and reducing per-student costs have been 
explored,*'^ 

By process of elimination we are led to the last of the available budgetary options - reducing 
average per-student costs. This option is the least popular to higher education leaders because it, 
among all other options, carries with it the greatest threat of affecting the manner in which 
institutions now carry out the day-to-day business of delivering instructional and other services. 
Nevertheless, and as CPEC has pointed out: "(0)n the assumption that institutions may be able to 
reduce per-student expenditures at least a bit without sacrificing quality, ...this alternative must be 
carefully examined prior to systematically limiting student access in response to chronic budget 
cuts." 

However, at least at the University of California only three strategies, including reduced access, 
are being recognized as viable approaches for coping with the current crisis. In recent testimony 
presented to the Assembly Higher Education Committee, University ofiScials explained: •'For the 
long term we have three options. Clearly the most desirable is that the State fund current 
enrollment and the fiiture growth needed to provide access. If that doesnt occur, as we stated 
before, we will have no choice but to raise student fees or reduce enrollment, or do both."^^ 



2ilbid..p. 64. 

^^Ibid., p. 65. < r> • 

^^Univcrsity of California Testimony Presented to the Assembly qi^t^^^Education Committee, October 20, 1992. 
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That the fourth option was not addressed at all speaks volumes about relative institutional 
priorities, as a recent Sacramento Bee editorial noted: "Arthur Levine, editor of the higher 
education journal Change, wrote a piece a few months ago in which he said that while 'preserving 
access has frequently remained a rhetorical goal' when university budgets are threatened, 
'maintaining morale has been a higher priority/ That means 'inconveniencing faculty...as little as 
possible.' He compares that to a case of a foundering ship in which the captain announces that the 
highest priority is saving the crew 'though...if time and resources permitted, every human efiFort 
would be made to rescue the passengers."'^'* 

These priorities are shaped partly by political pressures that make institutional leaders wary about 
announcing the need to achieve long-tenm reductions in per-student expenditures, no matter how 
inevitable they may be. Patrick Callan, executive director of the California Higher Education 
Policy Center, frankly described these pressures: "The leader of a public institution who 
concludes that state support will not grow at a rate sufficient to maintain past expenditure 
patterns or to compensate for inadequate budgets of past years is not likely to receive kudos for 
foresight. Even if all trend lines point toward the need for internal savings and purposeful 
reallocation, it is much easier - and safer - for presidents and governing boards to blame the 
state for theu^ financial woes and to hang their hopes on an upturn in the economy, tax increases, 
or a more sympathetic governor and legislature than it is to risk alienating internal constituencies 
by announcing plans for retrenchment."^^ The result is the now familiar rite of seeing Wgher 
education budget officers lurch from one crisis-driven budget process to the next, clin^g 
fervently to the hope that things will somehow return to normal next year. A secondary cflFect is 
that almost no time is allowed for systematic long-range planning on how to fit the institution's 
long-range projected expenditures into their long-term projected revenues. 

In addition to internal political considerations, there are also well-founded concerns among higher 
education's leaders that ill-conceived cost-containment strategies will be adopted that will result in 
a deterioration of institutional quality, While these concerns deserve careful consideration, the 
experience in other states indicates that cost-containment efforts do not invariably resuU in a 
degradation in academic quality, even among the most prestigious of public institutions. The 
Director of the Office of Academic Planrnng at the University of Michigan made this point clearly 
when she wrote that: "The natural reaction to the idea of managing or containing costs is a fear 
of a reduction in quality. The University of Michigan has a long tradition as a comprehensive 
research university of outstanding quality, and any potential threat to that quality is a legitimate 
cause for concern. We have become convinced, however, that in many areas of the University's 
operations there is an inverse relatiorjship between cost and quality, so that cost-containment (and 
even cost reduction) can go hand-in-hand with quality improvement. "^^ 

Thus this fourth option - reducing average per-student expenditures - assumes a central role in 



^^Schrag, Pclcr. •Priorities of RcUtnchmcnt/ Sacramento Bee, FAniaiy 24, 1993. 

^^Callan, Pauick M.. "Reflections on Cost Control in the Public and Private Sectors;" in Policy Perspectives, 

Fcbniaiy 1991, p. 20B. 

^^Knepp, Marilyn G.. "Rcncv^al in the 1990s: The University of Michigan Initiatives," New Directions for 
Institutional Research, Fall 1992. 
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the discussion of how higher education nught cope with the current fiscal crisis, The mounting 
crisis in higher education and the prospect of another year of deep cuts argued persuasively that 
the first California Research Bureau Occasional Paper focus on issues surrounding this fourth 
option - identifying strategies for reducing average per-student expenditures. 
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Section 5. Are Higher Education's Costs Going Up? 



ANY examination of the issues surrounding cost-containment must necessarily begin with 
an analysis of the extent to which costs have increased in recent years, as well as an 
exploration into the reasons behind any observed increases. This section addresses the 
first of those two issues while Section 6 addresses the second. 

Have Costs Risen Nationally? 

There is a broad consensus that higher education costs have increased significantly in recent years, 
at least at the national level The available data indicate that between the years 1975-85 the cost 
of operating an average college and university increased 23 percent faster than the rate of 
inflation.2'^ In addition **there is little doubt that (this) cost rise has been the primary driver of 
tuition,"^^ at least nationally, where between 1980-1990 **tuition and fees increased by an average 
of 9.5 percent annually, nearly twice the rate of inflation."^^ To place these tuition increases in 
context, they are significantly higher than growth in housing costs and even health care costs over 
the same period.^^ "At many research institutions, the growth in a variety of revenues not only 
permitted an increase in faculty salaries but also a decrease in teaching loads. This reduction in 
teaching loads, and the continued and growing use of teaching assistants in lieu of faculty, have 
made the research universities fi'equent targets of recent criticisms."^^ 

Have Costs Risen in California Public Higher Education? 

Institutional Costs 
In a recent analysis of per-student 
expenditures for university 
instruction in California, compared 
to other institutions nationally, 
CPEC found that as of 1989-90 
the University of California and 
the California State University had 
higher per-student instructional 
costs than most other public 
**peer" institutions, as the 
following displays show.^^ 



Unfortunately, there is no means 
to precisely assess how budget 

^^Pcw Chariuble Tnists. "Seeing Suaight Through a Muddle," Policy Perspectives, September 1988, p. 2. 

^®Massy, William and Andrea Wilger. "Productivity in Postsecondaiy Education: A New Approach," Education 

Evaluation and Policy Analysis^ Winter 1992, p. 361. 

29lbid. 

3^>Ibid. 

^^HaupUnan, Arthur M. Higher Education Finance Issues in the Early 1990s, Consortium for Policy Research in 
Education (CPRE), Center for Research in Education Finance, June 1992, p. 12. 
^^Expenditures for University Instruction, ^if. cit 
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reductions since that time may have 
affected California's relative 
instructional expenditures in 
comparison with other states. 
However, based upon national data 
on state appropriations to higher 
education from 1990-1992, CPEC 
estimates that the gap between 
university instructional expenditures 
in California has narrowed, but that 
the basic relationships seen in the 
preceding graphs have not changed. 
Unfortunately, it would be a major 
analytic effort to examine long-term 
expenditure trends, because accurate 
data on per-student expenditures over time are not readily available. Nevertheless, there are some 
reasonable proxies that, however imprecise, may still provide some clues. 

One approach to estimate these long-term cost trends is simply to track changes over time for 
those revenue sources that arc responsible for financing the bulk of the instructional mission. In 
fact, in an analysis conducted as part of CPEC's recent cost-of-instruction study, the Commission 
tracked changes in student fee revenue and adjusted State General Fund revenue in just that way. 
CPEC found that between 1970-71 and 1992-93, both the University of California and the 
California State University experienced a 14 percent constant dollar increase in the amount of per- 
student revenues available for expenditure on instructional activities. While a 14 percent per- 
student increase in the revenues primarily dedicated to instruction does not necessarily mean that 
there has been a 14 percent increase in per-student instructional costs, it is an important indicator, 
and would be consistent with instructional expenditure data compiled nationally for other 
institutions. 



Finally, since faculty compensation 
accounts for the lion's share of 
instructional costs, it is diflBcult to 
see how UC and CSU could remain 
nationally competitive with regard 
to faculty salaries and 
student/faculty ratios (as they have) 
without their expenditure profiles 
simultaneously reflecting the 
national trends outlined earlier, (see 
Display to the right) 
Besides, even if California is 
bucking the national trend and costs 
have not increased, it does nbX 
necessarily follow that past cost 



of iHSlnicdonal Mmicn per FTE .^ttutmt a CSU, Compared with 
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stability means that there is no chance of finding new eflBciencies or identifying areas where 
expenditures could be responsibly contained, especially pvcn the alternatives in a protracted fiscal 
crisis. 

Student Costs 

With regard to students' educational costs, significant tuition^^ increases have certainly become a 
regular feature of California's annual budget process. •'On March 19, 1993, the Regents mcreased 
annual, full-time, undergraduate student fees from $2,824 to $3,819 - a 36,7 percent increase.-^ 
If implemented, this increase means that from 1980-81 to 1993-94 average resident student 
charges at the University of California will have grown from $776 to $3,819, a whopping 492 
percent increase.^^ If current proposals adopted by the CSU Trustees on March 17, 1993 arc 
implemented, student charges will have increased in this system from $226 to $1,788 over the 
same thirteen-year period, a 791 percent rate of increase. Because the base for tuition levels in 
the community colleges was essentially zero in 1980, statistical comparisons are not especially 
meaningful. However, an annual tuition level averaging $100 was authorized in 1985, increased 
to $300 in 1992, and numerous proposals are currently being considered that would increase this 
amount again by as much as a factor of three. 

However, in contrast to national trends, tuition increases in California higher education have not 
resuhed from efforts to increase institutional spending, but rather have resulted from attempts to 
maintain historic expenditure levels in the face of ongoing state budget cuts. The 1993-94 budget 
year will be no exception. If currently proposed tuition hikes are enacted, these increases will 
mark the fourth straight year that university students and their families will be asked to offset 
reductions in state support by paying significantly higher tuition. Tuition increases levied since 
1990 already backfill more than $500 million a year in reduced state appropriations.^^ 

In response to questions about the recently proposed tuition increases at UC and CSU, Patrick 
Callan noted: "Its almost become an annual ritual, everyone cries these big crocodile tears and yet 
there is still a knee-jerk reaction to turn to the students. Allowing fees to go up way too fast has 
helped institutions from having to be more productive. "^"^ 

As the Sacramento Bee reported on March 13 of this year, "The State's tendency to turn to 
students for cash is being widely criticized as poor public policy-a quick-fix that lacks 
predictability for students, and may ^ve universities an easy way to avoid more painfiil 
reorganization. The fact is, in recent years there have been instances when students didnH know 
what the final tuition bill would be until only weeks before classes were scheduled to begin. 



33Thc author uses the term "tuition" deliberately, recognizing that the "student fee* euphemism has become a 
distinction without a difference, given the current level of student charges. 

^Callan, Patrick M,, The California Higher Education Policy Vacuum: The Example of Student Fees, (San Jose: 
The California Higher Education Pohcy Center), April 1993, p, 5, 

^^Califomia Post$econdaiy Education Ccromission, Fiscal Profiles J 990, (Sacramento: The Commission), 1991, 

?.33» and recent public announcements. 
^Sacramento Bee, March 13, 1993, p. B-1. 
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The State Roie in Encouraging Cost-Containment in Higher Education 
In tlie face of rapidly increasing tuition and institutional expenditures, as well as limitations in 
state resources, the national literature mdicates that it is extremely important that state-level 
policy makers participate in the process of identifying and encouraging possible cost-containment 
strategies, largely because of the absence of iruemal incentives for colleges and universities to 
pursue it themselves. Howard Bowen described the current institutional incentive system and 
how it discourages cost^contmnment in higher education in what has come to be Imown as 
Bowert's Basic Law of Higher Education Finance: *The dominant goals of institutions are 
educational excellence, prestige, and influence...In quest of (these goals) there is virtually no limit 
to the amount of money an institution could spend for seenungly fruitful educational ends... Each 
institution raises all the money it can.-.Each institution spends all the money it raises."^* 

John Dunn recently expanded on this point in his article Retrench or Else: ''Simply put, the 
internal pressures in an institution are for expansion of spending; it will continually expand its 
spending, subject only to availability of funds and to internal constraints related to its mission and 
imposed by institutional leadership, or to external constraints imposed by market conditions. In 
effect, there is no internal motivation for cost-containment. (emphasis added)^^ He continues: 
-We measure prestige, influence, and educational excellence, in other words, in terms of tiie 
amount of resources devoted to them. If our own self-image depends on how much we get to 
spend, no wonder we push to spend more. In this context it is easy to understand why state 
legislators and others have pushed so hard for accountability, assessment, graduation rates, faculty 
credit-hour productivity, and statewide and even national testing. They understand the vicious 
circle of prestige and spending and want to find output measures to substitute for higher 
education's input (enrollment) measures/'^o 

The political context in which funding is sought from state governments has also created strong 
disincentives for colleges and universities to acknowledge the potential for cost-containment, as 
Robert Zemsky and William Massy explain: "Given political realities, few public colleges or 
universities are prepared to admit that they can reduce current programs without suffering 
substantial harm. If savings are possible, then clearly the institution can get by with a smaller 
appropriation - and there's the rub. To admit savings are possible is to admit past inefficiencies 
without deriving any direct benefit from one's candor. All the incentives go in the wrong direction 
- the-way to get more money.. .is to 'prove' that no real savings are possible..., The real danger is 
that the leaders of public higher education will come to believe this rhetoric... •'^^ 

Summary 

While the available data cannot conclusively demonstrate that per-student instructional costs have 
risen in California over the years, as they have nearly everywhere else in the countiy, there are 



^^Bowcn, Howard R,. The Costs of Higher Education: How Much do Colleges and Universities Spend and How 

Much Should they Spend? (San Francisco: Jossey-Bass), 1980, pp. 19-20. 

^^unn, John A.» "Retrench or Else: Public and Privaie Institutional Responses," New Directions for 

Institutional Research, Fall 1992, p. 5. 

4^>n)id„p. a. 

Zemsky, Robert and William Massy. "Cost Containment: Committing to a New Economic Reality," Change, 
November/December 1990, pp. 19-20. I q ^ 
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indirect indicators that imply that tWs may have been the case, in spite of the effects of recent 
budget cuts. Regardless of whether costs have escalated or not, the press of the current crisis as 
well as pron^sing examples in other states argue for an exhaustive search for opportunities to 
achieve new efSciendes and contain costs. Finally, it is important for state-level policy makers to 
be involved in these discussions, at least insofar as they can identify ways in which the state has 
contributed to the existence of campus-based incentive systems that work against the 
identification and implementation of systematic cost-contdnment strategics. 
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Section 6. A Framework to Explain 

the Causes of Cost Escalation 
in Higher Education 

AN important dialogue has emerged in recent years regarding the underljing causes 
for the apparent nationwide cost escalation in higher education. This dialogue does 
not explicitly speak to the current crisis fadng higher education in California, but 
neither does it exclude it. The dialogue takes the form of an analytic framework developed by 
William Massy (professor of Education and Business Administration and Vice-President for 
Finance at Stanford Umversity) and Robert Zcmsky (professor and director of the Institute for 
Research on Higher Education at the Umversity of Pennsylvania). The Massy/Zemsky 
framework attempts to describe the major forces driving cost escalation in higher education, 
and in so doing provide insights into promising strategies that could be employed to counter 
those forces. It is important to note that the particulars of the Massy/Zemsky framework have 
not been critically analyzed with regard to their applicability to the California experience. 
However, this framework speaks largely to the broad incentive systems at work at the state 
financing and academic department levels. As discussed earlier, these are areas where 
California looks much more like the rest of the nation than it looks different. Consequently, to 
the extent that the Massy/Zemsky framework is an accurate description of the scene 
nationally, it is likely to be at least somewhat relevant in California. 

Particularly promising is the extent to which the Massy/Zemsky framework is attracting 
growing support within the national higher education community. Numerous individual 
colleges and universities, of all sizes and missions, have explicitly embraced those aspects of 
the Massy/Zemsky framework that are relevant to their experience, and are using it as a 
template to examine their ovm operations and identify cost-containment strategies for the 
future - some with startling results. 

While some of these promising case studies are examined in more depth in Section 8, 
highlighting a few examples here of the growing support for the Massy/Zemsky framework 
may prove useful in establishing its initial credibility: 

• University of Delaware 

"Zemsky and Massy have distilled the factors contributing to the cost pressures in 
higher education into a useful conceptual framework that they refer to as the 
•^academic ratchet and administrative lattice." ...Data developed by the University of 
Delaware clearly support the (Massy/Zemsky) frameworic"^^ 
-Dr. Da\ad HoUowell, Senior Vice-President, Administration, University of 

Delaware; National Chair of SCUP 27, the 1992 meeting of 
the Society for College and University Plamung 



^^Middaugh, Michael F. and HollowcU, David E.. •Examining Academic and Administrative Productivity 
Measures," New Directions for Institutional Research, Fall 1992, p. 61. 
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• University^ of Michigan 

••Many recent publications have helped define the problems facing higher education as 
we enter the last decade of this century. (The University of Michigan has ) benefited 
particularly fi-om the works of the Pew Higher Education Research Program and other 
works by Robert Zemsky and William Massy, which both frame the issues and ofiFer 
solutions.**^^ 

— Dr. Marilyn Knepp, Director of Academic Planning and Analysis, 
University of Michigan 

0 State Higher Education Executive Officers Association 

••To understand the dynamics which led to declining productivity in higher education, 
we asked William Massy of Stanford University to present to us his model of the 
forces operating in acadenuc departments in the modem university. He and his 
colleague, Robert Zemsky of the University of Pennsylvania, provide a powerfiil 
explanation of why and how costs are increasing and what we are getting in return. In 
terms of outputs of academic departments, the 'gainers' have been curriculum 
specialization and unsponsored research activity; the losers, structure in the curriculum 
and the quality of undergraduate teaching.^*^ 
—Dr. James Mingle, Executive Director, 

State Higher Education Executive OflScers Association 

The following paragraphs outline and describe the four major factors identified in the 
Massy/Zemsky fi-amework as the primary drivers of cost escalation in higher education. They 
are: 

• The Cost Disease 

• The Growth Force 

• The Administrative Lattice 

• The Academic Ratchet 

It is important to note that not all the factors described below apply to each of California's three 
public higher education systems in the same way. For example, while •'The Growth Force** and 
the •* Academic Ratchet*' may apply to the community colleges with regard to incentives for 
expanding existing or developing new academic and administrative programs, they clearly do not 
apply insofar as increasing pressure for research is concerned. Likewise, the research pressures 
described later apply more directly to the University of California than to the California State 
University. However, to the extent that the prevailing academic culture and prestige hierarchy 
are largely defined by the major research institutions, then the CSU is also subjected to many of 
the pressures and incentive systems embedded within that national academic value system. This 
is especially true with regard to the existence of internal faculty pressure to expand the Sute 
University*s research and instructional missions beyond the scope currently defined in iht Master 
Plan.^^ 



^^The University of Michigan Initiatives, op. cit., p. 79. 
^7he Dynamics of Academic Productivity y op. cil. 

^^A specific discussion of how these pressures may apply to the California State University is presented on p. 
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Cost Driver #1: **Thd Cost DiseasOi** or, 

Can*t You Play that Waltz Any Faster? 

Like everyone else in the economy, higher education must pay more every year for the 
products and other services it needs in order for it to perform its mission. This is especially 
true for salaries, which comprise the bulk of the cost of operating colleges and universities. 

It is argued that these salary increases are needed to keep valued personnel from mowig into 
the private sector or to competing institutions. Faculty salary setting methodolo^es at many 
institutions Cmcluding UC and CSU) certainly reinforce the notion of "institutional 
competition" by basing salary parity targets on the average compensation provided by "peer 
institutions." This has led some to wonder whether a salary ^leapfrogging" effect may be 
occurring between institutions that compare themselves to each other, or whetf^er the 
approach is an effective measure of private sector competition at all. 

At any rate, the argument goes that to remain salary competitive, then to some degree there 
must be real wage growth in higher education. This growth must occur despite the fact that 
instructional productivity is intended to be more or less constant, whereas real wage increases 
in the private sector are generally financed through improvements in productivity/eflBciency or 
product quality (which justifies price increases). With regard to higher education nationally, it 
is estimated that a 2 percent annual increase in costs, after inflation, can be attributed to the 
cost disease.^^ 

Mgher education intends for instructional productivity to be more or less constant because it 
assumes that certain student/faculty ratios and a certain length of study are both required to 
maintain educational quality, which in turn creates real limits on the potential productivity of 
the institution. The oft-used analogy of the string quartet illustrates the point: A string quartet 
requires two musician hours to complete a half-hour waltz. The basic productivity of the 
quartet can be changed by cither dropping a musician or speeding up the performance, but 
either would fiindamentally diminish the quality of the waltz. Thus, the productivity of the 
quartet is assumed to be relatively constant, lest there be a significant degradation in musical 
quality. Nevertheless, the analogy goes, musicians* salaries must also rise along with real 
salary increases in the economy as a whole, even if overall salary gains are being driven by real 
productivity and quality improvements in the private sector. Otherwise, the entire profession 
will eventually sink into comparative poverty and no one will be attracted to music as a career. 

Critically, and as Massy points out, ""it is important to remember... that (the cost disease) 
• assumes technology to be fixed. TTic possibility that the quartet can increase its effective 
productivity by selUng compact disks...is not considered.*^' 



44. 

^^Massy. William F.. •Resource Allocation Reform in Higher Education," Paper presented at the 
CPREAJSC/Stanford Conference on DecentraUied Management in Higher Education; November 1992, p. 1. 
^'^Productivity in Higher Education: A New Approach^ op. cit , p. 366. 

13^ 
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Cost Driver #2: •'The Growth Force" 

The Growth Force is premised on the notion that new knowledge is constantly being 
discovered or created, while old knowledge remains largely relevant. This results in a 
preservation of the status quo, while constantly augmenting it through the layering on of new 
and increasingly specialized courses, new areas of research inquiry, and establishment of 
entirely new academic fields. At their best, the underlying motives driving the Growth Force 
represent the very heart of a vital and engaged college or utuversity. California intends to hire 
the best and brightest minds into its faculties, and it should not be surprising that they 
constantly generate new ideas, new approaches, and new research and curricular interests. 
But even under the best of circumstances, it is easy to see how the motives behind the Growth 
Force are something institutions encourage but stiJl must reign in. When one hears someone 
proclaim that a college or university •'cannot be all things to all people,** they are talking about 
the Growth Force. 

As a result, when taken to its extreme the Growth Force has been held responsible for 
contributing to a lack of attention to primary institutional missions, hyper specialization, a 
fracturing of the curriculum, and even the proliferation of academic journals.^* The argument 
goes that academic prestige is based almost exclusively on achievements within the discipline - 
- meaning research. The pressure of the Growth Force is therefore directed toward those 
activities that generate professional prestige, and may serve to encourage the leveraging of 
faculty away from a commitment to institutional goals (instruction) when those goals are in 
conflict with disciplinary priorities (research). 

This can result in the incremental detachment of the faculty from institutions* primary goals 
and missions. In fact, **The Association of American Colleges' Integrity in the College 
Curriculum has declared that American colleges and universities no longer have a 'firm grasp 
of their goals and missions/ partly because the faculty's 'allegiance to academic disciplines [is] 
stronger than their commitment to teaching or to the life of the institutions where they are 
employed.'"^^ As previously noted, the key is the academic prestige hierarchy, as Reece 
McGee and Theodore Caplow point out in The Academic Marketplace: •'Academic rank is 
conferred by the university, but disciplinary prestige is awarded by outsiders, and its 
attainment is not subject to the local institution's control. Everyone in the universe recognizes 
that ^most everyone lives by disciplinary prestige."^ 

The noted higher education critic, Charles Sykes, parodies the Growth Force and its hyper 
specializing iiifluence on research as follows: •'The driving force behind the (proliferation of) 
academic journals is the atomization of knowledge: the dividing and subdividing of tinier and 
tinier bits of information about smaller and smaller subjects. In English, for example, the 
journals include: Shakespeare Quarterly, Blake Quarterly, The Dickensian, Texas Studies in 
Literature and Language, ESQ, A Journal of the American Renaissance, American Literary 
Realism: 1870 to 1 910, Early American Literature, Western American Literature, Studies in 
American Fiction, The Great Lakes Review, the Southern Literary Journal, The Southern 



"^^Braccy, Gerald W.. "The Time Has Come to Abolish Research Journals: Too Many Arc Writing Too Much 
About Too Little," TJte Chronicle of Higher Education, March 25, 1987, p. 44. 

Seeing Straight Through a Muddle, op. cil, p. 1. 
^^Caplow, Theodore and McGce, Reece. The Academic Marketplace, (New York: Basic Books)» 1958, p. 206 



CaVtffynua Research IhireaH 



ERIC 



Pope 30 



Humanities Review, Modem Fiction Studies, The Review of English Studies, The Mark Twain 
Journal, The Thoreau Quarterly, Poe Studies, The Wallace Stevens Journal, TheD.H. 
Lawrence Review, James Joyce Quarterly, Browning Society Notes, Doris Lessing 
Newsletter, Evelyn Waugh Newsletter, Jack London Newsletter, The Baker Street Journal: An 
Irregular Quarterly of Sherlockiana, and even UntMenckeniana Quarterly Review. "^^ 

If the Growth Force encourages hyper specialization in research and the curriculum, as well as 
an increasing emphasis on research volume (discussed later in this report), then it has obvious 
cost implications for higher education. But it also raises questions about the effect it may 
have on instructional quality. This debate is long-standing, but recent research on the subject 
(Gilmore; 1992) provides food for thought: 

"Does research compete with or complement teaching?... For all three types of 
institutions, on both student outcome variables, the underproductive institutions 
generally had more federal and total grants and contract revenue per faculty member 
than did the productive institutions... Since both federal and total grant and contract 
revenue per faculty are proxies for research emphasis and productivity, it would seem 
that there might be a tradeoff between the teaching and research function.''52 

Another approach in examining this issue has been to compare institutions with regard to the 
rate at which their undergraduate instructional components produce students who go on to 
obtain the doctorate. An analysis by Carol H. Fuller looked at this very issue by ranking aU 
accredited baccalaureate-granting institutions nationally in terms of their productivity in 
graduating students who eventually obtained the Ph.D. (controlling for institution size). The 
Fuller study found that small, highly selective liberal arts colleges and a few leading technical 
institutions dominated these rankings, rather tiian large, graduate-oriented research 
umversities.53 In commenting on the implications of this study, CPEC has noted tiiat: "It was 
not clear whether the high baccalaureate-to-Ph.D. productivity achieved by the institutions in 
Fuller's study was a funaion of the selectivity of the leading institutions or some other 
institutional characteristics that encourage the pursuit of advanced programs; but a strong 
focus on undergraduate instruction is certainly one of the distinguishing characteristics of 
these highly effective colleges. 

"The U.C. Riverside campus may be a case in point. While it is selective in its own right, it 
generally would not be considered among the most selective institutions in the nation. 
Nevertheless, it was one of the few institutions nationally that ranked as among the most 
productive in all fields of study measured. Similarly, the University's campuses at Irvine, San 
Diego, Santa Barbara, and Santa Cruz, which were much smaller during the period of Fuller's 
study.'werc all ranked highly productive in several fields of study. Like Riverside, these 



51 Sykes, Charles J.. ProJScam: Professors and the Demise of Higher Education, (Washington, D.C.: Regneiy 
Gateway), 1988, p. 118. 

^^Gilmore, Jeffrey L.. "Evaluating Academic Productivity and Quality," Nev/ Directions for Institutional 
i?«ear<:;j,Fall 1992.P.43. 

'^Fuller, Carol H., "Ph.D. Recipients: Where Did They Go to College?" Change Magazine, November- 
December 1986, pp. 42-51. 
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campuses all shared relatively low proportions of graduate students during the period 
captured in this study.,. On the other hand, the Berkeley and Los Angeles campuses are highly 
selective undergraduate institutions with high levels of graduate enrollment, and both ranked 
near the bottom among the University's campuses in the rate of their baccalaureate recipients 
who completed doctoral programs."^ 

The Gilmore and Fuller studies raise Luportant issues regarding mission differentiation and the 
relationship between narrowness of mission focus and institutional quality. CPEC also 
commented on this critical issue when they s^d: "The evidence thus far indicates that 
graduate education is most productive and eflScient in those programs and institutions that 
focus substantial resources and attention on instruction and research at the graduate level. 
Conversely, at the undergraduate level the greatest productivity, efficiency, and by many 
measures, quality, are enjoyed by those campuses whose mission and resources are focused on 
undergraduate instruction.**^^ 

Summary of the Growth Force 

In good times the Growth Force is indicative of institutional dynamism, but when uncontrolled 
it can also lead to a blurring of the focus on institutional mission and a lack of coherence in the 
products and services an institution provides. During bad times the eflfect of the Growth 
Force is compounded in that it continues placing financial pressure on institutions, even if 
enrollment stabilizes and the revenue base erodes. If an institution is unwilling or unable to 
enforce budgetary and programmatic discipline, then regardless of the revenue picture, the 
Growth Force v^ll provide unrelenting internal budget pressure. This is true at the institutional 
level, as new programs are proposed on top of old, as weU as at the individual faculty level, as 
the followmg example from Vassar President Alan Simpson illustrates: "You can have a 
person studying the herring industry from 1590 to 1600 in Scandinavia, and when he gets his 
Ph.D. and is employed by a university, the first request he makes to them is. May I teach the 
herring industry from 1590 to 1600 in Scandinavia?'**^^ 

Unless countered, the ultimate effects cf the Growth Force can be a dilution of mission and 
purpose for both individual departments and entire institutions. "The avoidance of 
responsibility for defining purpose extends throughout the (higher education) enterprise. An 
institution vests in its schools the responsibility for deciding what does and does not fit - only 
to discover that the decision is left to academic departments, individual faculty members, and 
admimstrative entrepreneurs across the institution. In the name of serving an institution's 
varied missions, it becomes nearly impossible to rule out anything - to resist demands for new 
programs and services... to forego entering new ventures or seeking new clientele. It is this 
muddling of mission that leads colleges and universities to be all things to all people, saying no 
to no one and, as a result, spawning enterprises that later gain autonomous life and power. 



^California Postsecondaiy Education Commission. Planning for a New Faculty: Issues for the 2Jst Century, 
(Sacramento: The Conunission), September 1990, pp. 23-24. 
^^Ibid., p. 24. 

56Duggcr, Ronnie. Our Invaded Universities, (New York: W.W. Norton), 1974, p. 175. 
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Notwithstanding the importance of the Cost Disease as a cost-<lriver in higher education, the 
Massy/Zemsky framework argues that the Administrative Lattice and the Academic Ratchet, 
working in concert with the underlying incentives caused by the Growth Force, account for 
most of the cost escalation witnessed nationally in higher education over the past twenty 
years. 



Cost Driver #3: -The Administrative Lattice''** 

The Higher Education Finance Project of the Pew Charitable Trusts describes the Lattice and 
the Ratchet as follows: 

On most campuses there is an inherent tension between academic and administrative 
units, between faculty and staff Sometimes that tension is genuinely creative, as each 
half of the institution strives to strengthen itself while recognizing the inherent value of 
the other. More often, that tension yields an unproductive competition for resources. 
The faculty remind themselves and the community that they arc '•the business" of the 
institution, all other activities being nonessential and frequently wasteful For their 
part, the staff gleefully recount tales of faculty mismanagement and waste, secure in 
their sense that the only thing business-like about the institution is their own ability to 
discharge increasingly complex management tasks. 

We now know that it is the administrative function that has grown most over the last 
decade. In the March 28, 1990, issue of the Chronicle of Higher Education, Karen 
Grassmuck used data submitted by institutions to the U.S. Equal Employment 
Opportunity Commission to chart that growth. She found that "other professionals"- 
academic support personnel filling such roles as financial aid counselor, auditor, or 
systems analyst - rose in number by more than 60 percent between 1975 and 1985, a 
period during which the number of faculty rose on average less than 6 percent. ^ 
Increases were also substantial for many institutions among the ranks of executive, 
administrative, and managerial personnel.^^ No less telling than the data is 
Grassmuck's report of the impression among some higher education oflScials that, in 
spite of this growth. *'many universities are making do v^th smaller staffs than they 
need." 

The analysis in the Chronicle suggests that the growth of administrative personnel is 
pervasive--that it is not a case in which all of higher education receives blame for the 
profligacy of a few rich, largely private research universities. Just as most institutions 



(Because the Administrative Lattice and the Academic Ratchet are both critical and relatively new concepts 
in the higher education policy debate, in the interests of clarity and accuracy the following paragraphs rely 
heavily and directly on two excellent descriptions of these factors published elsewhere. The first, prepared as 
part of the Pew Charitable Trust's Higher Education Finance Project, is entitled The Lattice and the 
Ratchet. * The second is an article by William Massy and Andrea Wilger entitled ''Productivity in 
Postsecondary Education: A New Approach, "published in the Winter 2992 issue of Educational Evaluation 
and Policy A nalysis.) 

^^Grassmuck, Karen. "Colleges Feel Effects of Economic Downturn in Student Aid, Endowments, Job 
Hunting," The Chronicle of Higher Education. 37(14), AJ, A27, (1990). 
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enjoyed real revenue growth in the 1980s>5^ so apparently did most institutions 
substantially expand their administrative and academic support stafiT.^ 

As the following table shows, similar trends can be seen in California higher education in the 
upper administrative levels, most consistently at the University of California: 



Percent and Numerical Change in Administrative Stajf, by System and Cate^ 


ZoryJ979'J989 




Community 
Colleges 


California State 
University 


University of 
California 


Percent Number 
Change Change 


Percent Number 
Change Change 


Percent Number 
Change Change 


Excc./Adnain./Mancgerial 
Profcssional/Non-Faculty 
Secretarial/Clerical 
Technical/Paraprofessiona] 
Other Staff 


0.7% 18 
124.3% 1,653 
-5.2% -392 
29.2% 708 
-9.0% -473 


392.5% 1,884 
35.2% 932 

-18.9% -1.035 
30.2% 686 

-26.7% -998 


87.6% 1,369 
69.6% 8,408 
27.5% 4,506 
20.3% 1,088 
9.1% 628 


Total Staff 


8.0% 1,514 


16,1% 1,469 


15^9!) 



Source: Composition oftheStaJfin California's Public Universities from 1977-1989; CPEC; 1991. 



The result of these trends has been an extension of the scale and scope of an 
administrative lattice that has grovm, much like a crystalline structure, to incorporate 
ever more elaborate and intricate linkages within itself Controlling this lattice, 
perhaps even reducing its complexity and capacity for completing itself means coming 
to terms with the three principle causes of administrative grovrth. 

The persistence of regulation and micromanagement 

Though they often protest too much, college and university oflBcials are right when 
they claim that increased regulation and external micromanagemcnt have resulted in 
substantially increased administrative staffs. CalOSHA, CEQA, EEOC, EPA, FISAP, 
IPEDS, A21, OFCC - the lexicon of regulatory and reporting acronyms is dl too 
familiar. Each new state and federal program carries wth it substantial monitoring 
requirements that often lead to the establishment of new internal bureaucracies whose 
principle function is to create more work for others. Health and safety regulations are 
a prime example. Most research universities have had to increase their staff of health 
and safety inspectors five-fold or more. These inspectors then Gnd problems that 
others must be hired to fix. 

Micromanagemcnt, principally by state agencies and legislatures in the public sector 
and by energetic and sometimes intrusive governing boards, has had much the same 
result - more paper, more procedures, more staffs all with significant questions as to 
whether it has improved the quality of the product. Ironically, it is the job of some of 
these personnel to explain the continual rise in administrative costs to governing 
boards and state leaders. 



5^cw Charitable Trust. •'Profiles.*' Policy Perspectives, Scplcrabcr 1989. 1 ^ / 
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The »mbnc» of consensus managtnwnt 

In the 1980s, more and more American finns were persuaded to adopt new explicitly 
participatory ways of making decisions. Across the span of business enterprises, 
efforts were made to get employees to buy into decisions that affect their working 
lives and futures ~ to make the employees part of the process and hence part of the 
solution. The rationale for this movement was drawn from both the work of human 
resource professionals and from a peculiarly American understanding of the use of 
quality circles in Japan to improve production. The ironic result was that increased 
participation was often purchased at the cost of decreased accountability and 
productivity. 

On college campuses across the country, tWs commitment to consensus management 
was a natural complement to a renewed emphasis on community. Out of the turmoil 
of the 1960s and early 1970s there grew a distaste for hierarchy in any form, an 
affirmation by most institutions that they were, in fact, communities with equally 
important members. On most campuses, systems of governance were changed to 
incorporate students and staff, in addition to faculty, as consulting partners whose 
opinions and preferences were to be sought and frequently heeded. Good 
communication became a goal in itself 

The next step was to extend to staff functions the consultative models that had 
historically dominated faculty deliberations. Without any demonstrable increase in 
coordination or planning, decisions were framed, reviewed, and ultimately made by 
working groups whose very representatives substantially increased the probabUity that 
their recommendations would find broad acceptance - that is, a consensus - within 
the administrative conununity. 

Colleges and universities, like businesses and ser/ice organizations, are just beginning 
to understand the scope of the direct and indirect costs associated with consensus 
management. Building a consensus, it turns out, takes time and extra personnel in the 
form of more and larger working groups that need to meet more frequently. 
Brokering between administrative groups becomes an explicit function, requiring 
additional personnel and introducing extra steps into the consultative process. Perhaps 
the most directly measurable costs associated with consensus management are 
represented by the amount of time sdministrative staff spend negotiating with one 
another. At more than one institution, senior staff, much to their chagrin, have come 
to view themselves as diplomats who are required to display the demeanor and 
language of negotiators as they shuttle between the major officers each of them serves. 

Indirect costs associated with consensus management have to do with the quality of 
the decisions that are reached. Because consensus management encourages collective 
judgment, it becomes increasingly less clear who is in charge of what-whc is 
responsible, who gets credit for success, who is accountable for failure. Consensus 
management thus becomes an attractive strategy for distributing to everyone the 
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responsibility - and hence the blame — for bad dedsions. 



Such risk aversion is not unique to higher education. In her study of managerial 
hthdynoT.Mamgers Managing: The Working of an Administrative System (19S9X 
Jane Hannaway notes, for example, that •'Risk avoidance has been singled out as 
particularly problematic in the peacetime U.S. military bureaucracy. Stories are told of 
generals who were coming up for promotion and refused to take any actions in the 
weeks before the promotion boards met for fear of making a mistake." Hannaway 
argues that in the administrative systems of the private as well as public sectors "the 
chances of being held responsible for a negative outcome are greater than the chances 
of being rewarded for a success/ and that this fact encourages managers to adopt risk- 
reducing bchaviors.^^ 

Finally, consensus management inherently protects the organizational status quo. 
Since nearly eveiy party is represented in the decision-making process, there is little 
chance that the group will decide to reorganize in response to changing circumstances, 
and thereby run the risk of finding itself without a viable assignment. The tendency 
instead is to solve problems by adding to the lattice - by elaborating staff functions 
that inevitably require further expansion of the administrative lattice. 

The expansion of admlnlstnttlvQ Mtr^prMQurlsm 

Less understood is the pressure for growth created by the administrative staffs own 
energies and the willingness of the faculty to consign to them traditionally academic 
service fu jciions. Because colleges and universities were expanding administratively 
and had the reputation for being "good places to work,** higher education attracted a 
new cohort of experts who brought an important sense of professionalism to the 
industry, and who expected energy and creativity to be rewarded with increased 
responsibility, enhanced status, and better pay. 

One result was much better management. Colleges and universities have become 
better at managing their moneys, at acquiring sophisticated technologies, at making 
their campuses more eflBcient in the use of utilities, and at servicing the needs of their 
' students, faculty, and staffs. A second, unforeseen result is that these experts have 
come to "own'' their jobs, much as faculty "own** theL' appointments. This outcome 
was less a product of implied administrative tenure (though such understandings often 
accompanied the expansion of administrative services) as of the staffs' ability to define 
the content of their positions, much as the faculty define the content of their teaching 
and research. Professional staff, precisely because they know what is best 
administratively, have acquired the capacity to put into place their visions of how a 
well-run institution should look. They define their goals, build their staffs, and use 
their successes to reach out for broader responsibilities, for opportunities to do their 
jobs even better. 
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The shift in responsiblll^ for advising from faculty members to professional staff is 
one example of how such expansion can feed on itself On most campuses where 
faculty have largely given up responsibility for undergraduate advising, there has been 
a corresponding shift in the scope and scale of advising now available. Having arrived 
in the hands of competent professionals whose sole job is to develop and deliver 
academic advising, the advising function has come to require more and better 
computer support, greater flexibility of hours, and a broader range of services, 
including career placement, tutoring and counseling, Where advising had once been 
subsumed within the faculty role, it has become instead an enterprise in itself with its 
own impulse for expansion. 

This impulse for growth is not unique to student services, but drives and compounds 
expansion of the lattice at all administrative levels. '•With administrative status 
increasingly tied to the number of people who directly report to a pven officer, 
personal advancement requires a constantly expanding empire of subordinates and an 
entrepreneurial base to extend one's own administrative lattice. Little wonder that so 
few managers, at any level, volunteer tlieir ranks, even when staff fiinctions have 
grown outmoded.. ..(T)o accept less is to acknowledge ineflGciency in past 
performance and a diminution of stature within the organization,"^ 

As a result, most administrative activities have become similarly complex, a 
development justified largely in terms of improved services and greater efiSciencies at 
the unit level. The result has been a proliferation of increasingly independent agencies, 
each competing to be the very best at delivering its administrative specialty. The 
impulse at almost every turn has been to develop the lattice fijrther, rewarding 
administrative personnel who show initiative with larger staffs and mcreased 
responsibilities. 

At the same tune, colleges and universities have seldom managed to apply the principle 
of "growth by substitution** to administrative personnel - to substitute one kind of 
administrative or support function for another. Most new problems are tackled 
separately; new groups are formed, new administrative fiinctions are defined, more ad 
hoc relationships with on-going adnunistrative functions are required. The more 
discretionary revenue an institution generates, the more likely it is to make further 
investments in administrative "add-ons,** often with the implicit acceptance of a faculty 
who see substantial improvements in their work conditions deriving fi-om quite visible 
improvements in administrative services. 

Cost Driver #4: •'The Academic Ratcher 

While the faculty often complain about administrative growth, it is ironic that some of 
the principle beneficiaries of this administrative entrepreneurism have been the faculty 
members themselves. The nearly five decades since the close of the Second World 
War have witnessed a fiindamental transformation of the American professoriate. In 
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1940 there were approximately 147,000 fuU-time faculty in just over 1,700 colleges 
and universities. By the mid-1980s, the number of institutions had nearly doubled, 
while the number of faculty members more than quadrupled. Over the decades, a shift 
has also occurred in the focus of faculty's eflForts. 

State ofiScials across the country believe that many colleges and universities, 
particularly research institutions, have lost sight of their essential mission - the 
teaching of undergraduate students - as faculty members spend more time away from 
the classroom engaged in research and other professional activities. In effect, they 
argue that institutions arc charging students more and at the same time they are 
delivering less. To combat this trend, several states have launched investigations into 
how much time faculty spend working with undergraduates. Surveys of faculty 
workload have been administered in Mississippi, New York, and Vir^a. Arizona 
and North Carolina have similar studies under way. State officials believe that work- 
load studies have the potential to produce both cost savings and better undergraduate 
cducation.^^ 

National research covering the years 1965-1975 indicate that faculty workload has mdeed 
shifted, as the proportion of faculty time devoted to instructional activities declined from 70 
percent to 50 percent.^ A recent CPEC study confirmed these general findings when it 
estimated that in 1989-90, University of California faculty divided their time between 54 
percent instruction and 46 percent non-instructionally related research and public service.^^ 

Despite a maddening absence of recent and reliable data, there is a general feeling 
nationally that faculty today spend less time advising, teach fewer courses outside their 
specialties, and are less committed to a commonly defined curriculum. 

These shifts are the visible evidence of a pervasive change in the definition of the 
academic task - what it is that faculty are formally paid to do and for whom 
(emphasis added). At work for almost a half century has been an •'Academic Ratchet" 
that has loosened the faculty members* connection to their institution. Each turn of the 
ratchet has drawn the norm of faculty activity away from institutionally defined goals 
and toward the more specialized concerns of faculty research, publication, professional 
service, and personal pursuits. 

It is a process that has produced gsuns as well as losses-increased research 
produaivity, a more expansive set of courses, more freedom for students, particularly 
those prepared to join their faculty mentors in specialized study. Such gains have been 
achieved, however, at substantial costs-the need for academic support personnel to 
leverage faculty time, administrative staff to perform tasks once routinely assigned to 
the faculty, and a need to increase the size of the faculty. The laiger cost, however, 
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lies in the shift of faculty attention and efifort away from institutionally defined goals 
and toward personally and professionally defined pursuits.^ 

This is reflected in a near total absence of broad incentive or reward systems which encourage 
focus on and a commitment to outstanding teaching. Instead, published research, former 
Harvard President Derek Bok says, ^•emerges as the common currency of academic 
achievement, a currency that can be weighed and evaluated across institutional and even 
national boundaries.*'^'' 

If published research is the common currency in academia, then teaching may be the ruble: "A 
1987 survey of more than 1,300 academic vice presidents found that, for the most part, 
schools have put little time or money into improving the quality of teaching despite public 
claims to the contrary. The author of the report, Leslie H. Cochran, provost of Southeast 
Missouri University, said that the findings indicated that: WeVe not strongly committed to 
improving and developing quality teaching. I hear a lot more rhetoric. But what we do not 
have on most campuses is a systematic plan.*" (The Chronicle of Higher Education, March 
16, 1988)6^ 

The effect of a lack of incentives for outstanding teachingjs especially pronounced with 
regard to tenure deliberations. As Professor George LaNue, who has studied hundreds of 
tenure-related lawsuits pointed out: ''Schools all say we take teaching very seriously. But 
when pushed, it just disappears. They cant show they evaluate it very thoroughly or very 
consistently."^^ Stephen Jay Gould, a renowned Harvard professor, agrees that teaching is 
seldom a serious factor in deciding whether to grant tenure. "IVe never heard it seriously 
considered," he says. '•There's lip-service given to it."^^ A former member of the promotion 
and tenure committee of Northwestem's College of Arts and Sciences says: '•Teaching is 
often discussed at some length in the deliberations. But in the final vote, it doesnt count for 
much.*'7i 

Harry H. Avis, now an instructor at a California community college, articulated the problem in 
the extreme when he recalled his attitude as a young graduate student, immersed in the values 
of the academic culture. On reading an article that quoted an unnamed professor at the 
University of California at Berkeley saying ♦'The sight of an undergraduate makes me sick," he 
recalled that his reaction was: "Someday I too, would be in a position to say those words. "'^^ 



^The Lattice and the Ratchet, op. cit. 
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The Dynamics of the Ratchet 

As Massy and Wilgcr explain, the Academic Ratchet results from the interaction of several 
departmental processes. The processes are (a) pursuit of faculty lines, (b) leveraging faculty 
time, (c) reduction of structure in the curriculum, and (d) ^'enactment'' of group norms and 
internalization of perceived property rights. While it sounds complicated, in fact its little more 
than elevated common sense. Nevertheless, a clear understanding of the dynamics of these 
processes is crucial to understanding the direction that cost-containment efforts must 
necessarily take. 

Pursuit of Faculty Un^ 

Most department chairs list the hiring of new faculty as a top priority. This is true 
even if enrollments are level. Likewise, most faculty want additional colleagues. Both 
faculty and chairs view the addition of new faculty as a way to serve students more 
effectively, increase the amount and visibility of research emanating from the 
department, and bring lively, interesting individuals into the faculty fold. The push to 
hire more faculty is strong whether they are wanted for their ability to enhance 
department prestige, teach mtroductory courses, or just to increase the intellectual 
climate of the department. 

LQvQmgfng Faculty T/ma 

Productivity increases in labor-intensive industries such as higher education are 
diflBcult to achieve (see above discussion of the Cost Disease). The primary way in 
which productivity is improved is by substituting individuals with lower levels of 
training and expertise for those with higher levels of training and expertise. In 
academic departments, this means hiring graduate teaching and research assistants, 
administrative assistants and secretaries, and technicians to take over certain faculty 
functions. Utilizing less costly individuals frees up faculty time for research and other 
professional activities. In many cases, colleges and universities spend considerable 
sums of money on additional personnel whose primary purpose is to leverage faculty 
time (see above discussion of advising, mentoring, and tutoring, and the administrative 
lattice). In addition to Wring personnel, departments have increased their use of 
computers and other technological advancements to further leverage faculty time. 

It is dear that in most cases, leveraging faculty time drives up the costs of education. 
Whether this expense is justified depends largely upon the audience. While faculty 
might argue that increased time for research uhimately results in major breakthroughs 
and improves their classroom performance, students paying increasing tuition for 
classes taught by graduate students, taking classes on narrowly defined topics, and 
receiving limited out*of-class contact with faculty might believe otherwise. 

Destructuring thQ Curriculum 

Beginning in the 1960s, students demanded an increased involvement in the structure 
and content of the curriculum. They wanted to be free to choose from a large menu of 
courses, unconstrained by traditional sequence requirements. They wanted to work 
closely with faculty in designing individual courses of study. 

I Of) ' 
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To a large extent, many of their desires have been realized - the curriculum is less 
structured than it used to be. Unfortunately, curriculum dcstructuring has been 
accompanied by several unanticipated consequences. Less overall structure places 
additional burdens on faculty and departmental staff who must coordinate mdividual 
courses. This requires time and effort, which in some cases may be agnificant. So 
rather than allowing students to interact more closely with faculty to make curricular 
decisions, destructuring has made yet another demand on faculty time. (It is important 
to note that destructuring has not occurred equally across disciplines. In general, high- 
paradigm natural sciences and mathematics departments have been less affeaed by the 
trend than lower-paradigm humanities and social science departments.) Overall, 
destructuring the curriculum can potentially decrease costs. In this case, the more 
likely outcome is increased leverage of faculty time. 

Enactment of Group Norms and Propagation ofPercQived Property Rights 
Yet another process is at work in the academic department which reinforces the 
ratchet - the enactment of group norms and propagation of perceived property rights. 
This fin.?], and perhaps most powerful dynanuc, solidifies and even magnifies the three 
processes described above. 

Faculty members in all academic departments possess "enacted norms," which are 
strongly held, shared beliefs about their relationship to their environment. On the basis 
of these norms, they develop certain "property rights" that they believe are inherent in 
the faculty position and that they use to govern their activities. In essence, enactment 
occurs because individuals must mterpret the multiple organizational, professional, and 
cultural environments in which they exist. Whether their mterpretations are correct or 
not matters little, for individuals will act upon their perceptions of the environment. 

In the case of large organizations, members sometimes collectively come to an 
understanding of their environments. Specific mappings between resources and 
desirable outcomes are enacted into shared understandings or norms. Norms are 
subject to simple rules of appropriateness.'^^ A norm has an acceptable range or 
variation based upon past experience and in comparison with the norms of similar 
organizations or other units Norms become embedded in the routines of the 
organization and, most of the time, are taken for granted by individuals.*^^ 

In the context of higher education, many norms stem fi-om enactment of local 
environments, both in departments and in colleges, and fi-om larger professional and 
multi-institutional environments. The process of enactment includes accepting as 
realit>' certain behavioral and technological formulations such as student-faculty ratios, 
number of courses taught per tt:rm, the division of teaching between upper and lower 
division courses, and ideal class sizes. Norms arc strongly rooted in disciplinary 
professions (e.g,, mtroductory science is best taught in large lecture courses; academic 
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programs should exist as long as reasonable levels of quality are maintained, regardless 
of how well they relate to the goals and mission of the institution). They also involve 
comparisons with peer institutions or national leaders in higher education (e.g., ''at 
Harvard, faculty teach only two courses per term"). 

The enactment of norms within a group often leads to the exercise of a set of 
perceived property rights. The economic theory of property rights refers to the ability 
of some organizational participants to use resources in their own interest in ways that 
rraght differ from those of other stakeholders or the organization's clients7^ In the 
case of higher education, desirable circumstances and working conditions are seen as 
entitlements, or rights, once they are achieved. For example, certain teaching load 
levels, student-faculty ratios, department support for research, and so on, are expected 
to continue. 

Phases of the ratchet 

Planning and budgeting gets intertwined with property rights at many institutions, 
resulting in th^ creation of a ratchet mechanism that reinforces desirable activities at 
the expense of less desirable activities. In effect, this shifts the output mix of 
departments in the direction of research and away from teaching. This ratcheting 
process can be described in five phases: 

In phase 1, enrollment in a given department rises for external reasons; the number of 
faculty is fixed in the short run, so faculty are forced to teach more. This causes 
departmental research to fall below the level considered to be normal. 

In phase 2, the resulting reduction in departmental research represents a violation of 
perceived property rights, which triggers a demand for more faculty. When this is 
acceded to, which usually happens if the problem lasts long enough, teaching loads and 
departmental research return to their normal levels. 

In phase 3, enrollment drops back to its original level (again for external reasons), and 
a combination of perceived property rights and faculty employment contracts (e.g., 
- tenure) prevents immediate downsiang; faculty members teach less, so departmental 
research rises above its normal level. 

In phase 4, the stickiness in faculty size (due again to tenure) persists long enough for 
the new departmental research level to become embedded in the department's sense of 
social reality, that is, it becomes a perceived property right. 

In phase 5, there is a new enrollment surge; the process starts over again, but now 
from a higher research base (or, conversely, from a lower instruction base). The 
•"Ratchet" has operated. 



"^^I^in^RM.. "Raising Productivity in Higher Education,* Prepared for the Higher Education Research 
Program of the University of Pennsylvania and the Pew Memorial Trust, 1991. J ^ 
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The academic ratchet is shaped by several factors that may exist more strongly in some 
institutions than in others. These include (a) strongly held beliefs about the intrinsic 
worth of teaching and research programs, (b) a collegial approach to decision making 
which places consensus at the center and allows little room for alternative points of 
view, (c) powerful beliefs about academic freedom, which arc sometimes interpreted 
as forbidding interference m faculty activities, and (d) the influence of students and 
alumni who do not want to see the reputation of their program or department 
negatively impacted. 

It is difGcult to underestimate the force of enactment and faculty property rights. 
Their power comes from the ultimate threat of losifig unhappy faculty to competing 
institutions. The academic ratchet is reinforced internally, by faculty members who 
prefer research to teaching and administrators who see the benefits of sponsored 
research, and externally, by students, alumni, and donors who want their programs and 
departments to be perceived as being of the highest caliber. 

To reiterate, the interaction between perceived rights to **nomia]** departmental research 
and the downward-stickiness of faculty size, coupled with the external variations in 
enrollments, produces a slow shift upward in the normal and actual levels of departmental 
research. Significant cuts in funding can break the ratchet temporarily, resetting the 
process to a lower base, but unless the basic system dynamics are altered, the upward 
shift will begin again when the crisis has passed. 

Mission Drift, the Academic Ratchet, and the University of California 

It is important to remember that the issues raised by the academic ratchet thesis have not been 
critically examined with respect to their relevance or applicability to the University of 
California. However as noted earlier, UC is widely considered to be the archetype of the 
modem elite public research university. The potential relevance is obvious and has been 
described graphically throughout this seaion. Former UC President, David Gardner, 
articulated these underlying institutional priorities and their attendant problems in a much 
more subtle way at a 1990 international conference held on California higher education: 

•*...I think it is also fair to say that (undergraduates) receive less attention than our 
graduate students do. Nevertheless, the quality of the faculty that we can attraa to 
the University of California arises from the quality of our graduate program, not from 
the quality of our freshman students, and the presence in the University of California 
of a very distinguished faculty, whether they teach freshmen or not, sets the intellectual 
tone for the university and permeates and infuses every aspect of its work. So for 
students who are quite independent, capable of taking initiative, able to live with a less 
directive environment, the University of California is a good place to be. If the student 
is dependent, looking for a lot of help, it would be an uncomfortable placc."^^ 



'^^Revitws of National Policies for Education: Higher Education in California, op. cit, p. 105. 
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Mission Drifts the Academic Ratchet^ and the California Sute University 



While the potential relevance of these issues to the University of California may be obvious to 
many, it is not so clear how they may relate to the California State University. As William 
Massy has pointed out: •T^ot all institutions suffer from the academic ratchet to the same 
extent. The phenomenon occurs most dramatically at elite research institutions, where 
competition for admission allows institutions to dictate the 'output mbc' that students buy. 
However, the prestigious research institutions receive most of the publicity, and to the extent 
that other institutions emulate their behavior, the academic ratchet affects much of higher 
education.** 

Concerted efforts by colleges to become universities and by doctoral universities to become 
research universities have been familiar sights across America in past decades, witnessed here 
in California in 1971 when the "California State College** system requested that the system be 
given the designation of the **Califomja State University and College** system. The process 
was completed in 1980 when all remaining California State Colleges were renamed California 
State Universities. In some instances this impulse is representative of healthy growth and 
development. In other cases it can be indicative of **mission drift," a phenomenon referred to 
in some quarters as **mission envy.** 

Is mission drift and/or the academic ratchet at work in the California State University, induced 
largely by the prevailing national academic culture and prestige system? Again, time and 
resource limitations have made it impossible to critically or quantitatively analyze these issues, 
however, a cursory examination of some well-known attitudes and practices within this system 
may provide some clue as to whether there is reason for concern: 

To begin, San Diego State University (SDSU) is widely hailed as the **flagship** campus of the 
California State University System. Why is this? It is among the largest, but is not the largest 
institution in the system. There are no broadly administered assessments or comparisons of 
instructional quality between campuses. With regard to undergraduate admissions, SDSU is 
among the most selective institutions, but it is not the most selective. 

The explanation for San Diego State's regaled status is simple. SDSU is considered the 
flagship campus because it, among all CSU campuses, most closely resembles a fiill-blown 
research university. SDSU attracts far and away the largest amount of external research 
funding in the system, not to mention that it hosts fully two-thirds of this 20-campus system's 
active joint doctoral programs. As outlined earlier, the California State University's priority 
missions in the Master Plan are undergraduate instruction and teacher training. Research is 
authorized only to the extent that it supports the instructional mission and institutions are 
prohibited from offering independent doctoral degrees."^ Yet despite these explicitly stated 
priorities, San Diego State is generally considered by both the general public and those within 
the system to be the flagship campus, largely on the basis of its research and joint doctoral 

"^Joint cJoctoral programs, wherein CSU offers the doctorate "jointly" with a UC campus or a private doctoral 
granting university, have become an exception to this rule. 
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programs. Institutional sutus at CSU, both public and within the system, seems to be based 
at least in part on factors that are in potential conflict with the institution's primary missions. 

If this very superficial observation was the only example of a possible drift away fi-om primary 
institutional missions, then it would still probably not be cause for concern. However, there 
are several other indirect indicators that, when taken together, might be interpreted to imply 
that the State Uiuversity has been influenced by the national preference for research and 
graduate education over the instruction of undergraduates. 

For example, a major sticking point in the development of the ori^al Master Plan was the 
California State Collegers desire to offer the doctoral degree independently. This proposal 
was spurred and widely supported by CSU faculty.'^^ They often argued that the 
establishment of full-scale doctoral programs, and the associated increase in research 
activities, were intended to actually improve the quality and dynamism of the undergraduate 
program. While no doubt the supporters of this proposal genuinely believed their arguments, 
it is hard to believe that improvement in the undergraduate program was the sole, or even 
most important, motivation for their efforts. 

Having failed to wdn authorization for offering its own doctoral degrees, the State Colleges 
reached a compromise in which it was allowed to grant **joint doctorates'* in cooperation with 
UC and independent doctoral granting universities. Opposition to establishment of these 
programs was substantial and has been persistent over the years.''^ Considering that in 1990 a 
total of only 275 students were enrolled in these programs and that only 97 degrees were 
conferred between 1980 and 1990,*^ the investment of administrative and faculty time 
devoted to supporting and defending the joint doctoral program has been remarkable. 

Another interesting and highly sensitive example of possible mission drift is the approach 
employed by both the state and CSU to determine faculty salary parity levels. While the "peer 
institution" comparison approach used for CSU faculty salary setting is typical for many 
states, the institutions included in the State University's ''peer group" is nonetheless telling. 
As CPEC has commented, "(the State University's peer institutions) are as notable by their 
dissimilarities to CSU as for what they have in common.*^ Sixteen of the twenty institutions 
offer free standing doctoral programs, with three of the sixteen classified by the Carnegie 
Commission as Research I Concluding USC and Arizona State University), three as Research 
n, four as Doctoral I, and sbc as Doctoral n. Ten of these institutions have law schools and 
three have medical schools. Conversely, only two of the State University's faculty salary 
comparison institutions are similarly classified as Comprehensive I, with the remaining 
institutions - Bucknell and Reed College - classified as Liberal Arts I/^^ As more than one 



"^^Califomia Postsccondaiy Education Commission. California's Joint Doctoral Programs, (Sacramento: The 
ConunissionX 1592, p. 5. 

"^^Sce California's Joint Doctoral Programs, op. cit. p. 7, for a fiill discussion of recommendations by the 
Office of the Legislative Analyst to discontinue these programs. 
«^Ibid.,p. 15. 

^^Expenditures for University Instruction, op. cit. 
^Ibid. 



state official has been known to comment, "the process has always been a salary target in 
search of a methodology."*^ 

While law school faculty salaries are excluded from these salary parity calculations, it is still 
ironic that the composition of the State University's "peer group" could itself be contributing 
to the problem of mission drift. While it may not be fair, and is yet another nationwide 
indicator of the low regard for instruction compared to research, the fact remains that research 
faculty get paid significantly more than faculty employed at primarily instructional 
institutions.*^ The inclusion of so many research and doctoral institutions in the State 
University's peer comparison group thus means that CSU has been able to offer salary 
packages that are competitive with many successful research universities. Hence, the 
California State University is at least hypotheticaUy capable of attracting faculty from a labor 
pool whose professional focus (research) is in potential conflict with the institution's primary 
mission (instruction). 

Most recently, in 1991, the CSU Trustees adopted recommendations steinming from a long- 
range planning process that outlined this system's vision of the future for its graduate 
programs.*^ This graduate education plan recommended, among other things, that additional 
funding be made available to increase the proportion of graduate enroUment in the system; 
that faculty take on expanded research activities in support of this enlarged graduate 
component; and that undergraduate instructional loads be reduced to generate part of the 
faculty time needed for these new activities. Does this sound familiar? The onset of the 
budget crisis has made it politically impossible for the State University to seriously propose 
implementing this plan, but the fact that it was produced as late as 1991 may provide insight 
into the prevailing attitudes and priorities of at least some parties within the system, especially 
among the faculty. 

None of tWs is intended to imply that the California State University is somehow uncommitted 
to its teaching mission, or that there is a dearth of outstanding instructors in the system. Far 
from it. CSU is home to many of the most committed, vocal, and articulate advocates for 
undergraduate instrurtional excellence, many of them at the highest administrative and faculty 
levels. Rather, the intent is to point out that regardless of the institution's overall commitment 
to teaching, there are still several contrary indicators that when taken together imply that tlie 
State University, like many other institutions, may be subject to the influence of a dominant 
national value system that favors research and graduate education at the expense of 
undergraduate instruction. 

Summary 

Page Smith, in Killing the Spirit (1990), summarizes many of the worst effects of mission 
drift and the academic ratchet. Among the most troubling for Smith are: (a) reduced faculty 



*^For fairly obvious reasons, these ofiBcials would prefer to remain nameless. 

American Association of University Professors. "AAUP Annual Faculty Salary Survey." Academe, 
March/April 1992. ^ ^ ,^o,, 

«5Ca]ifomia State University. "Implementation Plan for the Recommendations on Graduate EducaUon. Ci,U 
Trustees Agenda, September 10-11. 1991. 
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teaching loads resulting from the imbalance between tcacWng and research and the associated 
reliance on part-time instructional staff and graduate teaching assistants; (b) overreliancc on 
external funding and the erosion of faculty loyalty to the institution; (c) the increasing demand 
by all institutions for faculty research, regardless of its value, and the assodated attempt by 
many colleges to achieve university status, duplicating the role of research institutions; and (d) 
excessive specialization in academic disciplines. The results of these problems include greatly 
increased institutional costs, which are then passed on to students in the form of Wgher 
tuition. Even more important to Smith is the apparent neglect of the primary task of coUeges 
and universities: the teaching of undergraduates.^ 

This section concludes with some closing thoughts from William Massy: 

"Before the Second World War, faculty were largely extensions of their institutions, 
identified with and part of a collectivit>' that linked them together in common 
endeavor. The curriculum was collectively developed. Students were guided through 
a series of courses in which there was a clear introduction, a variety of middle-level 
experiences, and a final set of advanced courses that constituted the major. Faculty 
members devoted as much time, if not more, to teaching general courses within the 
department as to teaching their own specialties. Teaching loads were heavier than 
now, but seldom onerous, leaving sufficient time for advising and mentoring, as well as 
the more limited amount of publication expected of most faculty at that time. 

•'A sad paradox has come to describe the changing responsibilities and perceptions of 
the American professoriate. Many of those who chose an academic career did so as a 
result of having been taught well as an undergraduate, often at smaller, teaching- 
oriented institutions. After years of graduate training and experience in the academic 
profession, however, college faculty leani to seek 'relief from the responsibilities of 
teaching, mentoring, and developing their college's and department's curriculum; they 
soon realize that the real gainers are those faculty members who earn more 
discretionary time to pursue their own definitions of purposefiil work. They 
understand that professional status depends as much, if not more, on one's standing 
within a discipline - and less on one's role as a master instructor within an increasingly 
complex institution. 

"Because of the growth of the administrative lattice, faculty no longer numerically ^ 
dominate their institutions, are generally more concerned about their standing within 
their disciplines, and are more ready to move in search of better deals. The irony is that 
while administrative units have become more like academic departments — more 
committed to group processes and collective decision-making - more and more faculty 
have become independent contractors largely unfettered by the constraints of 
institutional needs and community practices."*'' 

(As previously noted, the Administrative Lattice and Academic Ratchet portions of this 



^^Killing the Sprit, op. cit, 

^'^ne Lattice and the Ratchet, op. cit. | 5 7 
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section are based largely, and in many cases directly , on two articles published elsewhere. 
The first, prepared as part of the Pew Charitable Trust's Higher Education Finance Project, 
is entitled ''The Lattice and the Ratchet " The second is an article by William Massy and 
Andrea Wilger entitled ''Productivity in Postsecondary Education: A New Approach " 
published in the Winter 1992 issue of Educational Evaluation and Policy Anafysis.) 
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I A New Lexicon for Higher Education 



For the past several years the 
Pew Higher Education Re- 
search Program, sponsored 
by the Pew Charitable Trusts, has 
worked to focus attention of 
higher education's national 
agenda. Recent issues of the 
program's quarterly publication^ 
Policy Perspectives, have helped 
introduce four key terms to de- 
scribe higher education finance: 

Cost-plus Pricing: The reliance 
on price setting as a primary 
means to finance not just the cost 
of delivering a service, but of sup- 
porting additional undertakings 
within an enterprise. For higher 
education (nationally), it rep- 
resents the practice of setting tui- 
tioo/fees to support all programs 
at cunent levels after inflation 
("cost**), and to fund new initia- 
tives requiring an augmentation 
of current capacity (^'plus"). 
Cost-plus pricing proceeds firom 
the philosophy that evoking pub- 
lic criticism over price increases 
is less painful than stirring inter- 
nal discontent over the attempt to 
shift funds away from programs 
that have outlived their purpose 
or effectiveness. 



Growth by Substitution: Known 
as "the antidote to cost-plus pric- 
ing,** this practice builds on the 
principle that sheer expansion 
beyond a certain point weakens 
an institution by dcewing its fo- 
cus, diluting its sense of mission, 
and compromising its ability to 
provide a quality service in an 
efficient way. Growth substitu- 
tion acts on the recognition that 
resomrces are finite, and that sup- 
porting growth in one area re- 
quires a corresponding reduction 
in another. 

The Administrative Lattice: A 
term to describe the proliferation 
and entrenchment of administra- 
tive staff in American colleges 
and universities over the past two 
decades. The term connotes not 
just the fact that this increase in 
staff - estimated at 60% nation- 
wide between 1975 and 1985 - 
but its effects on an institution's 
operations and costs. These in- 
clude the transfer of tasks for- 
merly accorded to faculty; the 
growth of "ccnscwms manage- 
ment," which effectively diffuses 
risk and responsibility for deci- 
sions; and the increase of costs 
and decline of efBciency as ad- 



ministrative bureaucracy extends 
and solidifies its ties within an 
institution. 

TTre Academic Ratchet: A term 
to describe the steady, irreversible 
shifl of faculty allegiance away 
from the goals of an institution, 
toward those of an academic spe- 
cialty. The ratchet denotes the 
advance of an independent entre- 
preneurial spirit among faculty 
nationwide, leading to increased 
emphasis on research and publi- 
cation and on teaching one*s spe- 
cialty in &vor of general intro- 
duction courses, often at the ex- 
pense of coherence in an aca- 
demic curriculum. Institutions 
seeking to advance their own 
prestige may contribute to the 
ratchet effect by reducing faculty 
teaching and advising responsi- 
bilities across the board, thus 
enabling faculty to pursue their 
individual research and publica- 
tion with fewer distractions. The 
academic ratchet raises an insti- 
tution's costs, and it results in 
undergraduates paying more to 
attend institutions in which thc>' 
receive less faculty attention than 
in previous decades. □ 



j Sourct: Change Magazine, NovcmbCT/D^ccmber. 1990, p22 
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Section 7. . Options for Improving Quality 
and Containing Costs in 
California Higher Education 



WHILE the options outlined on the following pages attempt to directly address the 
Cost Disease, the Growth Force, the Adnunistrative Lattice, and the Academic 
Ratchet, they should not be viewed as a coherent reform package, an exhaustive 
laundry list, or anything other than what it was intended to be - a representative sampling of the 
types of reform strategies being considered nationally. In most cases, specific options have been 
taken straight from the national or state literature and the descriptions and rationale are directly 
quoted from experts in the field. In the interests of brevity, descriptions of options are sometimes 
paraphrased. Where necessary, additional narrative has been added to relate specific options to 
the experience in California. 

The first group of options address the broad environmental factors that serve to connect and 
mutually reinforce the different cost drivers outlined in the previous section. Since these four 
cost-drivers are often interrelated, it should not be surprising that many individual options are 
intended to simultaneously address more than one. Most typically, these options relate to the 
Growth Force, the Administrative Lattice, and/or the Academic Ratchet. Subsequent groups of 
options are organized according to their specific relationship to the individual causes of cost 
escalation previously outlined. Finally, some options are intended to be initiated at the state level, 
others are cleariy institution based, while still others require involvement at both levels. These 
designations are noted parenthetically after each option. 

Broad Based Options for Containing Costs 
and Improving Quality in Higlier Education 

1. Develop a Shared Statement and Commitment to Mission 
(State and Institution Basad) 

The state and the higher education systems should jointly define and commit themselves to 
broad, coordinated, and clearly prioritized missions so that decisions can be made 
congruent to them. In addition, individual campuses, units, and departments, whether 
administrative or academic, should also explicitly articulate and embrace their individual 
missions, and should explicitly relate these missions to the goals of the institution as a 
whole. By precisely defining the mission for a campus and for each functional unit within 
it, it becomes possible to set realistic goals and encourage innovation at all levels in 
meeting them. Because defining missions at the unit level also facilitates a widespread 
understanding of and commitment to the campus' broad mission, it serves to allow greater 
fi-eedom in local decision making, reduces the need for bureaucratic oversight or approval 
of individual decisions, and establishes the basis for greater accountability in ensuring that 
unit-based missions are accomplished. Finally, it helps to shape and reinforce both an 
incentive system and an organizational culture in which there is little tolerance for personal 




agendas that are in conflict with the goals of the institution. 



2. More narrowly define system and/or campus missions. 
(SM9 and institution Based) 

As just noted, all individuals working in higher education need to be able to ascertain and 
state the institution's mission, vision, values, and, most important, to base decisions on 
them. Systems, campuses, and individual departments, like all others, cannot do 
everything, cover every subspecialty, or accede to all demands for new services or new 
activities. This comn^tment to mission, focus, and targeted areas of excellence must be 
brought to pervade all levels of higher education.^^ The nature of the current crisis means 
that *'[i]ncreasingly, colleges and universities will be in the business of determining which 
programs and services are unique, rather than those that simply add value."^ 

The California Postsecondary Education Commission recognized as early as 1990 that 
historic levels of funding might not be available to accommodate needed enrollment 
growth. At that time CPEC discussed the need to explore more narrowly defined system 
and/or campus missions in response to future funding shortfalls: 

**The policy priority of maintaining access and quality, insofar as it is still possible, 
should guide the development of these options, which must include — at minimum 
- the following possibilities; 

• The differentiation of funaion among the segments of higher education might 
have to become more sharply defined, with the state forced to direct the 
segments to prioritize scarce resources to those aspects of their operations that 
are unique to their mission. Under this scenario, the University of California 
would have to focus more on graduate education and research, and either 
increase admissions standards to reduce undergraduate access or else reduce 
some aspect of undergraduate education altogether. The State University 
would have to turn away from hopes for expansion of their public service and 
research missions, to focus on upper-division instruction and professional 
education. 

• As an alternative to sharper delineation of function between the segments, the 
state should be prepared to explore increased differentiation among campuses 
within systems. Under this scenario, individual campuses within systems might 
have roles and functions that are narrowly drawn within the overall segmental 
mission, allowing for maintenance of excellence within the segment as a whole, 
but recognizing that limitations in resources no longer allows for all campuses to 
provide the full r^nge of programs possible under the broad segmental mission. 



^^The University of Michigan Initiatives, op. cit 

^^^ydcw, Mary Jo, "Assessing Noninstructional Costs and Productivity," New Directions for Institutional 
Research, ¥911 1992, p. 50. 
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• The recent Master Plan policy of accommodating all eligible applicants to the 
Umversity of Califonua and the State University would have to be reexamined, 
with more diversion of lower-division students to the community coUeges.... 

• If funds arc severely constrained, resources would have to be diverted to 
programs of greatest demand, with low-usage and high-cost programs closed 
on a selective basis.*^^ 

Also intending to promote the dual goals of improving efficiency and quality, the 
Assembly Higher Education Committee has recently identified several similar options for 
how system or campus missions might be more narrowly defined. While several of these 
options were articulated by the Committee as rhetorical questions, for clarity they are 
restated here in the declarative form;^^ 

• Substantially reduce lower division education as a primary mission of UC and CSU, 
and provide funding for the Commumty Colleges suflScient to absorb the shifted 
students. 

• Each UC and CSU campus should be directed to develop a cunicular specialization 
(e.g. natural science, agriculture, or liberal arts), and where possible academic 
departments in disciplines outside the specialization should be consolidated. 

• Academic programs at UC and CSU campuses, particularly at the graduate and 
professional level, and vocational programs at community colleges, should be 
eliminated if sufficient capacity is available in comparable programs at either (1) other 
public and private institutions in the re^on or (2) other campuses in the respective 
system, 

• Four UC campuses should be designated as state research centers, with a substantial 
reduction in state support for non-instrurtional research at the remaining campuses.^^ 

In sum, the national literature clearly indicates that there is potential for impro>dng both 
quality and productivity by more clearly and narrowly diflFerentiating institutional missions. 
In the case of more narrowly differentiating campus missions, the extent of possible long- 
term budgetary savings is not clear. However, speaking generally, "Cohn, Rhine, and 
Santos (1989) did find evidence of positive returns to scale for research; scale economies 
also occur in instruction, but the effects are not large except at the low end of the 
enrollment range. On the other hand, scale economies are more readily apparent in the 



'ICalifomia Posisecondaiy Education Commission. Higher Education at the Crossroads: Planning for the 21st 
Century, (Sacramento: The Commission). 1 990, pp. 7-8. 

92 Assembly Committee on Higher EducaUon. "Discussion Paper #1 : Mission and Function," Fcbniaiy 1993. 
W Assembly Committee on Higher EducaUon. "Discussion Paper #1 : Mission and Function," and "Discussion 
Paper #3: Faculty, InsUuctiott. and Research." Master Plan/or Higher Education in Focus. 1993. 
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support areas (Brinkman and Leslie, I9i6y^ In addition, both the Gilmore^^ gnd 
FuUer^^ studies (discussed in more detail on pp. 29-30) indiwite that academic quality 
might also be expected to rise as a result of more focused instructional missions. 

However, and in spite of a public consensus that all promisijig alternatives should be 
carefully examined in light of the current crisis, it can be expected that at least the 
University of California would object strenuously to a serious exploration of any of these 
options. Notwithstanding compelling evidence to the contrary, the public rationale for the 
University's opposition to these types of options has been the argument that 
comprehensive research and graduate programs are necessary on each University campus 
because they are integral to the vibrancy and vitality of the undergraduate program. 
However, the primary reason driving the University's resistance appears to be grounded in 
a much different problem - a problem rooted in the operational mechanism of the 
Academic Ratchet. 

To lay the groundwork for understanding one of the University's main (and unstated) 
concerns regarding more narrowly differentiating campus missions, it is important to 
understand that for years the state's financing system has provided more or less block 
funding for most aspects of the University's state-supported operations. This funding is 
tied to overall enrollment levels, as well as enrollment growth, without regard to the level 
of instruction being provided. In other words, the University receives the same increment 
of funds for an additional freshman English major as it receives for an additional Ph,D. 
student in Engineering. This approach has provided the University with much needed 
budgetary flexibility, but at the state level it has also ser/cd to conceal the actual costs of 
providing instructional services at different levels (e.g. undergraduate, Ph.D., and 
professional programs), as well as changes in those cost profiles over time. As noted 
earlier, this funding system has also served to obscure the extent to which Sute General 
Funds finance departmental research and faculty compensation for non-instructional 
activities, as well as changes in these areas over time. 

In part because this state-level "information gap** has existed for so long, it appears to be 
the University's view that it must be preserved. The fear has been that state leaders cannot 
_ be allowed to know the real instnjctional cost differences by level of instruaion, because if 
they did know, they would be unwilling to adequately finance cither the Universitys 
graduate programs or departmental research activities. Consequently, a carefiil 
examination of the budgetary implications of more narrowly defined campus missions 
poses a severe threat to the University because it would isolate expenditure patterns 
between campuses with different instructional focuses, thus revealing programmatic cost 
differences between the University's various programs. 

Responding to a question posed by an international review panel, former UC President 



^Brinkman, Paul T., Tadors That Influence Cosu in Education." New Directions for Institutional 
nestarch,TM 1992. p. 25. 

^^EvaluQiing Academic Productivity and Quality, op. cit., p. 43. 

^Ph.D, Recipients: Where Did They Co to College?, op. cit-. pp. 42-51 . | , 



CafI forma Research Biircmi 



I 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 



ERIC 



David Gardner frankly addressed this fcarnt a 1989 OECD meeting in Paris, France: 



*Yet the question of research and teaching remains a sore point. We defend our 
arrangement as best we can, although we freely acknowledge its weaknesses. We 
don't know any other way of doing it. The State of California would not pay for a 
research university if we only offered instrurtion to graduate students. Indeed, 
they would not pay, in my opinion, for a university that only offered the last two 
years in graduate instruction. The only way we manage is to admit students at the 
freshman level in large numbers, and redirect the money that is appropriated for 
them to the graduate program. There is no other way of managing at the moment 
other than the way in which I have veiy honestly described it to you 

In essence, President Gardner is arguing that it is necessary to use undergraduates as cash 
cows to finance graduate education, because if state leaders knew what these graduate 
programs actually cost, they wouldnH pay. To the extent that this view persists in the 
University today, it not only expresses a deep distrust in elected officials to do right by 
their university systems, but in light of the current crisis it also cffeaively forecloses a 
number of potential options, which at the very least deserve careful and critical scrutiny. 
Obviously, overcoming this distrust and breaking down the current instructional cost 
^•information gap** are both necessary prerequisites to assessing the nrission-based options 
outlined here, as well as the budgetary options that follow. 

This problem further illustrates the need for state and higher education leaders to 
reestablish a measure of mutual tmst by specifically articulating their shared 
understandings regarding institutional missions, expectations for degree and research 
production, as well as relative priorities when financing is not available to accomplish all 
stated missions. Implicit within former president Gardner's concern is the view that the 
University's goals have somehow become incongruent with those of the state, and that 
block-fiinding, based on aggregate enrollment, is the only way to preserve the University's 
vision of how its institutions should be configured. However, instead of obfuscating the 
available tradeoffs, it is essential that state and educational leaders confront them directly, 
jointly defining not only admissions goals, but also goals regarding needed degree 
production at different instructional levels, needed research production, as well as 
estimates of the funding necessary to accomplish them all under various scenarios. 

Zemsky and Massy describe the potential of these strategies as follows: •'Substantial 
savings would be possible if each institution could narrow its offerings to a set of 'core* 
products and reduce its expenditures on faculty and facilities in ^non-essential' areas. 
Different institutions nught make different choices collectively, perhaps, or through an 
independent search for the right 'market niche.' Ideally, the result would be to maintain 
todays array of choices for students, but with more institutional differentiation/^^ The 
following group of options address the role that the state budget process might play in this 
effort. 



^'^Reviews of National Policies for Education: Higher Education in California, op. cit.. pp. 104-105. 
^^Cost-Containment: Committing to a New Economic Reality, op. cit, p.21. 
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Use Funding Formulas as a Means to Articulate Broad State Goals and 

Priorities 

(State L9vbI) 



SA. 



One suggested approach is to split the instruction " Une4tem in the state 
budget to recognize both "Instruction'' and ''Departmental Research. " 



As noted in the previous paragraphs and in Section 4> it is a peculiar feature of state 
financing for research universities, in California and nationally, that the "Instruction" line- 
item includes far more than just funds related to instruction. In addition to instruction and 
related activities, the ''Instruction'* line-item also includes significant amounts of funding 
for departmental research and faculty compensation for time spent on non-instructional 
activities (See Section 4). The same is true of the funds the state provides "on the marpn" 
to finance enrollment growth. In short, funding for additional departmental research and 
faculty non-instructional time arc provided as a function of enrollment growth, and 
funding for these areas grows along with the rest of the base instructional budget as it is 
adjusted upward over the years for inflation and the like. 

The issue is not that departmental research or faculty time spent on non-instructional ^ 
activities is unimportant. Far fi-om it. Adequate funding for both of these areas is critical 
to maintaining the viability of the University's graduate education and research programs. 
Instead, the issue is that the state's appropriation to UC for "instruction** is currently 
justified on the basis of overall student enrollment levels, despite the faa that student 
enrollment bears no relationship to the state's need for either departmental research or the 
total amount of time faculty should spend pursuing non-instructional activities.^^ Yet 
despite this fact, in California and many other states, funding for non-instructional 
functions have been growing on auto pilot over the years, tied to and moving upward in 
lockstep v^th enrollment growth, embedded and unseen in states' overall appropriations 
for instruction. As discussed in the previous group of options, the need to adequately 
finance these non-instructional expenses is obvious, but equally clear is that these separate 
and distinct components of the "instruction" budget should be justified and financed on 
their own merits, with the full understanding of all participants in the decision-making 
process. 

William Massy addressed this issue at a 1990 SHEEO^^ seminar held on higher education 
finance: "(Longanecker and Mingle) have suggested that maybe we should separate the 
instruaional and departmental research budget. I agree. That just has to be done. It's a 
start and it has to be done in a way that you do not cheat the departmental research 
budget. If there's even a smell of that then you will be done in. It may come first to those 
universities and those systems who most clearly value teaching and research and feel 



^^This very point ^as argued persuasively by U.C. officials rcccnUy when they maintained, as part of CPECs Cost 
of University Instruction study, that these non-instructional expenditures should be excluded firom the University's 
"cost-per-studcnt" calculation. . 
*^Statc Higher Education Executive Officers Association. i O 5 
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confident enough that they will be able to make the distinction. I think that's the first step, 
a structura] step."^^^ To reiterate, the point is not that these non-instructional items 
should somehow be slashed, but rather that they should be funded based upon some 
rational and explicitly recognized assessment of the state's need and willingness to pay for 
them. 

3R Move from cost-based to incentive budgeting 

Another option is to break the instruction line-item down even further, financing 
educational activities by level of instruction as a means to articulate relative state priorities 
in the budget process. 

Massy describes this option as foUows: "You can deliberately build financial incentives 
into the formula coefficients. Assume that you know what the approximate cost of a 
Ph.D. program is, and you decide you do not really want this to be a state priority any 
longer. You set a price formula a little bit below the cost, in order to produce a negative 
gross margin for the Ph.D. program. In the same way, you could increase the margin for 
undergraduate programs. You donH hide these difiFerences. Instead, you teU the 
institutions you are departing from 'cost-based pricing* and moving to 'incentive 
pricing-'^^oi 

3C Explicitly change the faculty workload assumptions built into State funding 
formulas. 

Faculty workload is a particularly popular place for state leaders to focus in the effort to 
affect institutional priorities, because faculty workload assumptions feed directly into state 
funding formulas. This is an appropriate area of inquiry for decision makers and has been 
a focus for leaders in other states. 

•*State officials across the country believe that many coUeges and universities, 
particularly research institutions, have lost sight of their essential mission - the 
teaching of undergraduate students - as faculty members spend more time away 
from the classroom engaged in research and other professional activities. In effect, 
they argue that institutions are charging students more and at the same time they 
are delivering less. To combat this trend, several states have launched 
investigations into how much time faculty spend working with undergraduates. 
Surveys of faculty workload have been administered in Mississippi, New York, and 
Virginia. Arizona and North Carolina have similar studies under way. State 
oflBcials believe that work-load stiidies have the potential to produce both cost 
savings and better undergraduate cducation."^^^ 



^^^Massy. William. State Higher Education Executive Officers Association; The Dynamics of Academic 
Productivity." March 1990, p. 36. 



^O^Ibid.p. 40. 
l^^TTie Lattice and the Ratchet, op. cit. 
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In addition, there is much that institutions can do to improve both public and internal 
understanding of this complex issue. The following paragraphs outline how the University 
of Michigan has chosen to address this challenge: 



"One of the major constraints that inhibits our ability to improve quality is the 
traditional rigidity in the definition of faculty Vorkload.' Despite ample evidence 
that individual faculty members differ greatly in the relative importance with which 
they \'iew various tasks and in their abilities to perform them, we persist in defining 
the expected task in the same way for every one... For much of the University the 
expectation is that the teaching proportion of a regular faculty member's 
responsibility is two courses per term for two terms per year. Further, there is an 
understanding that the bala^icc of a faculty member's time is expected to be 
devoted to research with some contribution to a variety of 'service* activities. This 
description of faculty workload is typical, with teaching expectations carefiilly 
defined in terms of classes taught and with the research expectation vague, 
particularly for tenured faculty. Even the teaching definition is not carefiil since 
the class size, the level of the students, the amount of support provided, as well as 
many other factors are not considered. The result of the false precision of one of 
these factors and the vagueness of the other tasks is that any two individuals are 
difficult to compare, and concerns about eflGciencj' as well as equity may be raised. 
All too often this or a similar standard load is applied to everyone, year after year, 
with little or no variation relating to individual abilities or preferences. We (the 
University of Michigan) encourage the development of a more flexible approach to 
the definition of workload, and to the allocation of individual faculty efforts. We 
should be ready to adjust the proportions so as to take advantage of individual 
differences. 

"In place of this rigid structure, fi-om which the only variation is downward in each 
component [e.g. instruction, research, and public service], we suggest the 
substitution of a more global, broadly defined expe/.lation, made up of varying 
amounts of the several components (varying both among individuals and for a 
single individual over time). A symptom of the problem we wish to address is that 
while we speak of a teaching load,' we never refer to a research load;' we see 
strong research sometimes resulting in reduced teaching, but weaker research 
rarely resuUing in increased teaching. The 'standard* obligation in each of the 
components is an effective maximum, from which variation is only in one direction. 
We believe it should be treated more like a true average, with variations permitted 
and even encouraged in both directions. It is clear that changes of this sort must 
be carried out at the department or school and college level with considerable 
active discussion and participation by the entire set of individuals involved. 

"Obviously, this greater flexibility will be beneficial only if the proper incentives 
and reward structure are created in tandem. Faculty members must be valued and 
rewarded for their total contribution, teaching and service as well as research. A 
one-dimensional reward structure will induce a one-dimensional effort. But those 
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who do less research and more teaching make it possible for others to do the 
reverse, and their contribution must be recognized appropriately. A clear outcome 
of this process is likely to be quite diflTerent teaching (for example, some faculty 
teaching more and/or larger classes and some teaching less) and research 
assignments for individuals at various times. We recognize the diflBcuHy of 
tackling these issues but also know that it has been done successfully in some 
circumstances. It is unlikely to be successful if the changes are dictated from the 
top because the data on workload and individual skills and preferences are best 
known at the level where the work takps place. We believe that costs can be 
saved, and that the quality of teaching and research can be improved with tWs 
decentralization of decision making on (individual) faculty workloads. Indeed, this 
may be the only hope for dealing vwth the inability to add resources.-^^ 

3 D. Shift the focus of incentives away from individual faculty members and toward 
their departments, divisions, and schools. 

For example, instead of distributing all funds appropriated for Merit Salary 
Adjustments to individual faculty based on individual performance, the State 
could set a portion of this money aside for allocation to all faculty in a 
department, based upon locally determined assessments of instructional 
performance for the department as a whole. 

Massy addressed this and related issues at the same seminar: •'Provosts and deans need to 
communicate to departments that they are going to be rewarded or punished according to 
their teaching as well as their research productivity. Once one has separated the teaching 
and instmction budget, one can let the dean know that his or her instructional budget will 
grow along as the value (not just the quality) of the research grows. And overall, the pay 
stmcture within the department will reflect both of these productivities. So everybody in 
the unit will benefit if both of these factors go up. Then you will begin to get an 
environment that allows tradeofiFs, because the person in research is going to value the 
person who is helping the revenue stream with teaching. The revenue stream is not just 
based on numbers of teachers m relation to enroUments - not just the old enrollment^ 
formulas. To make this work we must have ways of knowing what is good teaching just 
as we have ways of knowing what is good research. Both the quality and quantity of 
teaching (and research) must be related to the department's resources and its members' 
pay.MOS 

3E. Allow institutions to retain achieved savings 

Simply stated, "if an institution cuts its costs but is not permitted to reinvest savings in its 
own future, there is no incentive to save..."^^ 



^^Univcrsity of Michigan. ''Enhancing Quality in an Era of Resource Constraints. " The University of Michigan 
Task Force on the Costs of Higher Education, June 1990, pp. 27-28. 
105ibid., p. 37. 

^^ReJIections on Cost Control in the Public and Private Sectors, op. cit., p. 20. 
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4. Finance new initiatives through "Growth by Substitution' 
(SUt9 and Institution Basad) 

RecognLdng that the combined forces of enrollment pressure, a dysfiinrtional state finance 
system, and a persistent economic recession resuh in a very bleak fiscal fiiture for higher 
education, institutions and the state should consider embracing the concept of •'growth by 
substitution." Growth by substitution recognizes the need for priority setting and long- 
term fiscal discipline by maintaining that, aside fi*om funds related to enroUment growth, 
for every new activity an institution, administrative unit, or academic department chooses 
to pursue, some other existing activity must be discontinued in order to fi-ec up the 
resources for the new activity. This principle can be applied at the broadest level; for 
example, by a campus choosing to consolidate or eliminate some academic departments to 
finance major expansion in others, to the narrowest level where a student services unit 
might choose to finance expansion of its hours by giving up some portion of its oflSce 
space and saving on the associated overhead charges.*^^ 

Finally, Growth by Substitution is especially important as a means to maintain institutional 
dynamism and avoid the tendency of campuses and departments to fi-eeze up 
organizationally as a result of long-term budgetary restraints. •'Growth by Substitution 
allows campuses and individual departments to become more aggressive in setting 
priorities and in identifying, preserving, and enhancing those programs and services that 
are unique, and distinguishing them from those that merely add value. "^^^^ 

5. impose Revenue (T uition) Discipline 
(State and Institution BasetO 

Currently, most colleges and universities budget expenditures first, using last year's costs 
as a starting assumption, then adjusting upward for inflation, salary increases, projected 
enrollment growth, and the like. Institutions then make assumptions about appropriate 
tuition increases, negotiate with the state over their appropriations, and when necessary, 
impose additional last minute tuition increases to mitigate the effects of major shortfalls in 
state support.^^^ 

In California, this process has generally resolved itself in recent years with a last minute 
effort to generate additional tuition revenue, to at least close the gap between state 
revenues and institutional expenditure estimates. As a result, this approach has been 
extremely diflScult on students and their families because it has eroded any predictability in 
estimating colleges costs; but it has also served to erode budgetary discipline within 
institutions themselves. "Xerox's-based budgeting encourages a "use it or lose it" 
mentality at the unit and departmental level, and encourages budget planners and other 



^^'^The University of Michigan Initiatives, op. cit. 
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decision makers to resist making hard choices.^ Only after eflForts to close the ^'revenue 
gap** through additional tuition increases fall short, do institutions generally begin publicly 
detemuning where specific cuts will be made. 

There is a vigorous debate currently underway at the state level over whether public sector 
entities should begin their fiscal planning by first budgeting likely revenues, or by first 
budgeting the expenditures necessary to meet current policy goals. The intent of this 
Occasional Paper is not to address that important discussion, although its resolution has 
serious implications for higher education finance. Instead, the issue addressed here is the 
extent to which colleges and universities should be able to view tuition as a ^'revenue 
source of last resort" in the event of significant state fiinding shortfalls. 

One alternative pursued by the University of Michigan is to begin its planning process by 
budgeting revenues first, primarily student fees, but also building in rough estimates of 
likely state support. Programmatic priorities are then defined, and if significant deficits 
emerge when building the expenditure side of the budget, or when negotiating financing 
fi-om the state, then the process revolves around systematically identifying ways to get 
expenditures within the adjusted revenue projection. As noted, the University of Michigan 
now employs this internal budgeting process, and it was intended, their provost says, to 
put the university on a '^revenue diet'' and force it to exercise budgetary discipline and to 
employ tighter decision making.'^^ Regardless of the process or enforcement mechanisms 
employed, the overriding point is that no student fee policy can be efiFective, no matter 
how brilliantly conceived, if either institutions or the state lack the discipline to follow it 
during times of budgetary crisis. 

6. Recognize Full Costs 
(Institution Basod) 

It is crucial that local departments and units be forced to recognize and bear the full costs 
of the decisions they make. For example, at some colleges across the country staff salaries 
are paid out of departmental budgets while benefits are paid out of a central account. 
Thus, while a department bears the same expense if it replaces one full-time person with 
two part-timers, it doesnH recognize (or doesn't care) that the central account must now 
pay benefit costs for two people. In another example, ''In many instances current 
budgeting practices do not include recognition of the costs of the general fund space used 
by a department or unit. Utilities, custodial services, maintenance, and security are all 
significant cost drivers within a campus, as are capital expenses and ongoing expenditures 
for space increases. If campus budgeting practices were to consistently recognize that 
space is not a fi-ee good, then it might result in more prudent and creative uses of existing 
space as well as mitigate" the need for new buildings, all of which hold down costs."^^^ 

Identifying central accounts where expenses are not charged back to local units is one 



promising place to start in the process of identifying areas where departments may not be 
basing decisions on the fuU cost implications of their actions. 

7. Tie Unit Budgets to Cost-Containment Efforts in a Direct Way 
(State and Institution Bastd) 

While it is critical that individual units and departments bear the costs of their decisions, it 
is equally critical that they receive at least a portion of the savings they can accrue through 
improved efiBciency.'" 

8. Avoid across the board cuts 
(Stau and Institution Bas»d) 

"Across the board reductions, in which each operation receives the same (savings) 
target... generally fail for several reasons. First, they deny the reality that operations have 
different abilities to reduce cost... Second, they make institutional choices at the wrong 
level. Rather than consider at the outset that some programs and services will receive 
fewer resources, the decisions about where to reduce costs are forced mto the divisions, 
sometimes into the departments. This fragmentation is unlikely to result in a set of 
outcomes that represents a coherent whole, much less the best choices for the institution 
over time. Finally, the vital opportunity to couple reductions in cost with improvements in 
productivity is lost."' "Across the board cuts (also) bring on a climate of rear-view 
planning, which transforms all initiatives into private strategies for reinstating what was 
severed." 

Instead of across the board cuts, "(t)he focus should be specific programmatic cuts and 
restructuring of functions in both academic and administrative operations.""^ 



Options for Addressing "The Cost Disease" 

9. Strategies aimed at stiortening iime-to-degree 
(State and Institution Bas9d) 

9 A Encourage accelerated degree programs. 

These approaches aim to increase the speed, and hence the efficiency, with which students 
move through the higher education systems. The goal here is not to reduce annual per- 
student costs, but to decrease the roto/ per-student cost by reducing the number of years 
they are incurred. If successful, this approach allows institutions to accommodate more 
students and produce more degree recipients within a static enrollment and revenue base. 



113lbid. 

' Assessing Non Instructional Costs and Productivity, op. cit., p. 51. 
^^^The Other Side of the Mountain, op. cit., p. 5A. 

^^^Examining Academic rnd Administrative Productivity Measures, op. cit., p. 74. 
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To be sure, just raising these options implicitly questions whether historic degree 
configurations and requirements constitute the optimal arrangement for California's 
educational future; but the implications go far beyond that. Most importantly, a serious 
examination of these strategies would require a carefiil conversation among the faculty 
about what learning experiences are necessary to prepare California's next generation of 
students for the future. Instead of the current "shopping mall" approach to the 
undergraduate curriculum, in which completion of a gross number of units across general 
subject areas constitute the primary basis for graduation in many disciplines, an alternative 
somewhat akin to the curriculum frameworks developed in the K-12 system might be 
considered.^ '"^ 

In considering these issues, it is important to note that current disciplinary divisions and 
degree requirements have not been the result of a careful calibration between the structure 
of academia and the needs of either society or students. Instead, the current configuration 
is largely the result of uncoordinated historical evolution, sometimes over centuries, with 
the direction of change being almost invariably in the direction of greater specialization 
and additional disciplinary divisions. As outlined in Section 6, the direction of this 
evolution is driven largely by the Growth Force and the Academic Ratchet, whereby an 
area of academic inquiiy gains respectability and prestige by beconung a distinct 
"subspecialty," and yet additional prestige by becoming a full-blown academic field. In 
short, the proliferation of academic departments has been motivated more by the 
imperatives of increasingly specialized research and graduate programs than by the 
curricular needs of undergraduates. 

While the division of knowledge mto increasingly discreet subunits may be 
necessary at the graduate level, its appropriateness at the undergraduate level is a 
matter of vigorous debate. Many critics now openly question whether these 
narrow disciplinary objectives are even compatible with the goal of the broad- 
breadth general education normally associated with the Bachelor's degree. The 
following paragraphs outline several types of options that are intended to address 
these issues: 

9B. Engage the faculty in rethinking the structure, content, and duration of 
the undergraduate program to ensure that current deg/ee requirements 
are appropriate to the needs of both individual students and the State as 
a whole. 

9C Consolidate the lower-division curriculum into one or more prescribed 
general education course patterns. Reserve more specialized discipline- 
based courses for the junior and senior years. 

This approach attempts to consolidate lower division course offerings into 



1 '"^TVie Dynamics of Academic Productivity, op. cit. 
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a narrower, more cflBcient, and hopefiiUy more coherent general education 
curriculum. By establishing a conunon general education core, or a range 
of core options, it is possible to impose more structure and less variability 
in the undergraduate curriculum. Advocates argue that since this approach 
results in more sections of fewer courses, it encourages fitculty 
collaboration, enhances the quality of courses offered, and promotes more 
breadth and coherence in the curriculum. By increasing the integration of 
subject matter within and between classes in core course patterns, there 
may also be opportunities for reducing the total number of courses 
necessary to complete the general education j)rogram. 

9D. Consolidate or reduce the number of general education courses in 
selected "high-paradigm^ disciplines. 

This second approach attempts to recognize that the curricular rigors of 
certain disciplines may have already made the mastery of required 
discipline-based knowledge and skills, a meaningful general education, and 
reasonable time-to-degree incompatible. In some undergraduate programs 
(e.g. Engineering) the discipline-based degree requirements are already so 
daunting that relatively little time is left for "clectives.* For example, in 
some programs upper division breadth requirements may be so general as 
to require eight units in the humanities or fine arts, and eight units in the 
social sciences. Because these programs tend to be highly competitive, 
with a premium placed on Grade Point Averages, students often pursue a 
risk-averse strategy in fulfilling these requirements. Enterprising students 
on some campuses even publish underground catalogs of extremely easy 
courses (known as ^gut*" courses) for precisely this purpose. 

While some breadth requirements (e.g. basic writing) will always be 
necessary, this strategy aims to recognize the modem reality in these 
programs by either si^iificantly reducing general education requirements or 
consolidating them into a more focused core curriculum. 

9R Establish S-year bachelor degree programs. 

Similar to the first option in this group, but more focused on the goal of 
reducing the time for degree completion, this option is based on the many 
undergraduate programs in Europe and Japan that are shorter than the 
typical four-year bachelor's degree offered in America. Some higher 
education leaders in California have privately contemplated the notion of a 
highly structured three-year general education program in which students 
could take the first two years in a community college and the final year at a 
four-year university. Stanford University is also currently examining the 
possibility of shortening the length of some of its undergraduate programs. 
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9F. Reassess the various program components necessary for graduate 
degrees. 



As with their undergraduate counterparts, the California Postsecondary 
Education Commission recently reported that average time-to-degree for 
Ph.D. programs has also increased over the years. The reasons for this 
increase are numerous, but one major factor was the lack of clarity in 
degree requirements.^ In addition, doctoral programs were originally 
designed to prepare students for a life in acadenua, even though mcreasing 
numbers now pursue careers In the private sector or in government. It may 
be appropriate at this time to question whether identical emphasis between 
different program requirements is the best approach for all students, 
especially given their increasingly diverse career goals. For example, if a 
student aspires to a career in the private sector, should they be expected to 
spend as much time in teaching assistantships as a student aiming for 
academia? Developing specific and clearly articulated graduation 
requirements is one means to shorten graduate time-to-degree, and 
developing discreet program tracks for students with different career goals 
may be another. 

9G* Improve student financial support 

The need to provide adequate financial support to ensure student access has been 
extensively examined elsewhere. Less fi-equently discussed is the role that 
inadequate financial support plays in extending student time-to-degree at both the 
undergraduate and graduate levels. It stands to reason that the more students must 
work to stay in school, the less time they have to study and take classes. If rising 
tuition and an erosion in student financial aid are contributing to lower student 
course-loads and longer time-to-degree, then General Fund and institutional 
savings resulting firom these actions may ultimately result in higher long-term state 
costs by extending the total period of time in which general educational subsidies 
must be provided to students prior to degree attainment. Definitive data on these 
issues are not readily available, but the implications for both cost and efficiency of 
even slight increases in time-to-degree are significant, and as a result warrant 
careful examination. 

10. Non-traditional modes of delivering Instruction 

lOA. Increase use of distance learning and emerging information technologies. 

The potential cost-effectiveness of non traditional instructional techniques 



^ l^Califomia Postsecondary Education Commission. Shortening Time to the Doctoral Degree. (Sacramento: The 
Commission) 1991. 
^ ^'Ciic CPEC financial aid study. 
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improves significantly as colleges and universities pursue strategies to establish a 
more coherent and limited number of general education course offerings. The unit 
costs of delivering individual classes through distance learrdng (telecourses, remote 
location instruction, etc.) can be high, but if a commonly articulated curricular core 
could be developed, then the production costs for a limited number of core courses 
could be spread among a much larger number of potential students. As CPEC has 
noted, in addition to providing instruction more efficiently to current students, 
these approaches may hold the greatest potential for providing educational 
opportunities to persons who otherwise would not have been in the educational 
system at all Annenberg/CPB multi-episode productions such as The Western 
Tradition and The Africans are marvelous examples of the potential for 
telecourses. 

In addition to distance learning opportunities, on-line networks, electroiuc 
document retrieval, and other emerging information technologies hold tremendous 
promise for consolidating libraiy and other information resources between 
campuses and systems. This is one of those areas where emerging technologies 
may provide opportunities for both containing costs and improving access to 
educational and research materials for students and faculty. 

JOR Year^Round Operation, 

TWs option has been suggested repeatedly in California over the years,^^^ and on 
the grounds that it would actually increase costs, it has been just as consistently 
rejected. Perhaps the context for that historic debate has changed. 

It is true that year-round-operation (YRO) increases per-student costs, if a static 
number of students are being accommodated, because the state does not currently 
subsidize college or university summer sessions. In this instance, mandating YRO 
would require that state subsidies be established for summer session at levels 
commensurate with those provided for students during the other terms. If the total 
number of students accommodated by the institution does not change as a result, 
clearly state costs will increase. 

However, if the issue is that the state cannot afford to accommodate all projected 
enrollment growth to begin with, then YRO may provide a means to absorb 
additional students for less additional money than traditional means of expansion. 
In this case, YRO may provide a mechanism to accommodate more students within 
the same physical space than would otherwise be possible. In addition, a campus' 
administrative and student services expenditures could be spread over a broader 
(year-round) enrollment base, containing costs in this area as well. 

As CPEC has noted, YRO is currently in effect at several State University 

^^^Califomia Postsecondary Education Commission. Technical Background Papers to Higher Education at the 
Crossroads. (Sacramento: The Commission), 1990. I 
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campuses, and appears to work best on urban commuter campuses, where part 
time and other non traditional (often older) students are more prevalent."' 



Options Countering "The Administrative Lattice" 

1 1. Take account of administrative growtli 
(Stata and msUtution BasQd) 

"(Measuring) the dimensions of the adnunistrative lattice and noting where and why it has 
grown... will not be easy. For good and understandable reasons, the administrative staff 
vsdll resist - citing the diflGculty of making meaningful comparisons, the paucity of 
accurate data, and the extent to which actual growth has been a function of external 
regulation, the mcreased size of the physical plant, and faculty and student demands for 
increased services."'^: Nevertheless, for reasons relating to both state-level accountability 
and basic mtemal management controls, it is essential that institutions be able to track, 
describe, and justify both the level of administrative growth and the factors driving it.'^s 

12. Replace Control and Oversight with Clear Accountability Measures 
(Stata and Institution Basad) 

"Many state, system, and campus-level administrative and oversight policies are designed 
to elicit multiple layers of approval or reporting for every action prior to or immediately 
after its occurrence. These policies contribute to increased bureaucracy and its attendant 
frustrations and costs." Instead, reward systems should be put in place which serve to 
focus mission and encourage efBciency. Units and managers should be left to respond to 
these incentive systems, and they should be held accountable for their decisions and 
actions. ^2'' 



13. Move Decision Making Down in the Organization 
institution Basad) 

"Decisions should be made at the lowest level possible, encouraging innovation and 
reduction in bureaucracy, and local decision makers should understand their rights and 
responsibilities in making these decisions.""^ 

14. More Risk Taking, Less Consensus Management 
Onstitution Basad) 

"The preferred style of decision making in higher education is consensual, both when 



121 Ibid. 

l^ZjTie Lattice and the Ratchet, op. cit. p. 6. 
I23lbid. 

^^^The University of Michigan initiatives, op. cit. 1 n 
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appropriate and when nol.**^^^ Institutions must carefully assess their various 
adnunistrative functions and distinguish between administrative decisions where consensus 
decision making is necessary and decisions where it is not. 

15. Define Continual Improvement as a Goal 
Onsmutlon Basi^d) 

While higher education institutions have always aspired to continual improvement, it is 
important that this be explicitly stated and directly related to both institution-wide and 
unit-specific missions and goals, so that it can become a widely shared and understood 
ideal, h is also important to remember that more is not necessarily better and that 
improvement needs to be related, both in principle and in budgetary practices, to the 
efficient accomplishment of mission, rather than the size or growth of an operation. In 
doing so, the current incentive system can be turned on its head. Under this new 
organizational culture, instead of presiding over a territorial unit with constantly growing 
functions and staflf, managing the efficient accomplishment of a precisely defined mission 
becomes the basis for budgetary and personal reward.^^*^ 

16. Consolidation of organizations 
(State 9nd Institution Based) 

"There are important opportunities to improve program and service delivery and 
simultaneously to reduce costs through a more streamlined organization stmcture. In 
some cases, it may be as straightforward as combining two departments with similar and 
overlapping functions into a single overall operation with an integrated focus, for example, 
development and public relations/^^S 

In the case of California, consolidation may also provide opportunity for improving 
efficiency and/or effectiveness at the state and system levels. Legislation has been 
introduced which proposes to consolidate the California Postsecondaiy Education 
Commission, the California Student Aid Commission, and the Commission on Private 
Postsecondary and Vocational Education.^^^ Other possibilities that have been suggested 
over the years include eliminating or reducing the number of locally governed community 
college districts, consolidating systcmwide governance of the community colleges and the 
Califorraa State TJiJversIty, as well as consolidating governance of all three public higher 
education systems under one '*super-board,'*^^^ 



J26ibid, 

127lbid. 

^'^^Assessing Noninstructional Costs and Productivity, op. cit., p. 53. 
l^^Scc Assembly Bill 319 (Archie-Hudson), 1993 legislative session. 

^^OMaster Plan Review Commission, ne Master Plan Revisited, (Sacramento: The Commission), 1988. 
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17. Consolidation of administrative functions, 
fnstitution B9S9cO 

"(Consolidation of functions) applies the same consolidation principle to a different 
dimension, that of fijnction rather than structure (Massy, 1992). The benefits are similar. 
The targets here are similar tasks that are performed at several places. How many people 
in different departments are involved in publications, or computing, or managing supplies 
inventories? There are dozens of opportunities in all but the smallest institutions for 
consolidating similar functions."^^^ 



18. Contracting for services 
(Institution BastfcO 

•'The 'make versus buy' decision is a fundamental productivity analysis, and one that is 
being applied to an ever-widening variety of services. The contractual arrangements for 
campus bookstores, food service operations, and janitorial services are very familiar. But 
many other possibilities for purchasing services exist that may result in cost savings for 
colleges and universities: publications, student loan processing, payroll and accounting 
services, catering, copy services, campus security, construction management, and so 
on.»'i32 



IB. Joint Ventures 
(Institution BasQd) 

Cooperation with other institutions of higher education is another approach that may 
provide a means of emulating economies of scale. Some institutions such as the Five 
Colleges Consortium in Massachusetts and the Claremont Colleges have a long tradition 
of intercollegiate cooperation, others have not yet explored such opportunities. At one 
level, purchasing consortia, msurance captives, and similar joint ventures, which have 
existed for a number of years, continue to provide cost-effective access to such services. 
In addition, a number of other opportunities for shared programs and services exist that 
might be cost-effective in areas as diverse as career counseling, joint health insurance 
programs, and student loan collections. Finally, new opportunities are developing, cither 
through joint funding or by purchasing servdces from a larger neighbor in technically 
specialized fields such as environmental health and safety, employee assistance programs, 
and diagnostic testing for students with learning disabilities.^'i^s 

•^Fundamentally, the administrative lattice can be scaled back only by redesigning 
administrative organizations, by redefining the nature of administrative authority and 
responsibility on the one hand, and, on the other, the content of administrative tasks. •'^^ 



^^^Assessing Noninstructiona! Costs and Productivity, op. cit., p. 53. 
^^2rbid.,p. 55. 
^33ibic3.,p. 58. 

^^The Lattice and the Ratcfitt, op. cit., p. 7. 1 7 Q 
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Options Countering *The Academic Ratchet" 



20. Consider Alternatives to the Ph.D. for Some College Instructional Positions 
Onstftution BKQd) 

•'We are heading for a faculty shortage and that is very good news because a faculty 
shortage, even though it will drive up the unit cost of faculty with research degrees, will 
force us to consider a lot of things that we have discussed today. We face in this country 
an enormous crisis in science and math education» We are never going to work out of this 
crisis if we assume that the only way to teach science or math at a university level is with 
somebody with a Ph.D. There are many things that students ought to learn that do not 
require didactic exchange between a research faculty member and a learner. Calculus is a 
good example, language another. The skills needed to teach a foreign language are quite 
different from the skills needed to get a research degree in French literature." Calculus, 
writing, and foreign language instruction are all examples of areas where non research 
faculty or even non-Ph.D. faculty could be considered as a means to focus resources and 
find new efficiencies. 

21. Consider ''Competency-Based'' Education in Selected Disciplines 
flnstitutlon Based) 

••Calculus, writing, (and) foreign language should (also) be taught in ways that make the 
'course-credit* irrelevant. Competency-based education has never received tlie attention it 
deserves in major research uraversities. If it did, it would change the nature of the 
curriculum and the kind of instructors we employ."^36 

22. Establish positive rewards for both instructional quantity and quality, and 
assess the extent to which each are being accomplished 

(State Bnd Institution Basea") 

Considerable time was spent in Section 6 describing the almost total absence of 
meaningful reward systems for teaching in research universities, as well as the pervasive 
effect this has throughout higher education. Wlliam Arrowsmith summarized both the 
problem and the solution quite colorfully in The Future of Teaching: ""At present the 
universities are as uncongenial to teaching as the Mojave Desert to a clutch of Druid 
priests. If you want to restore a Druid priesthood you cannot do it by offering prizes for 
Druid-of-the-Year. If you want Druids, you must grow lorests."!^'' 

In attempting to grow these metaphorical forests, *• American colleges and universities are 



^^^The Dynamics of Academic Productivity, op. cit, p. 34. 
l^^Ibid.,p. 34. 

^3'^Arrowsmith. William. HTie Future of Teaching." in Improving College Teaching, Washington, D.C: 
Ainericaji Council on Education, 1967, pp. 58*59. 
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coming to better understand that higher education is fundamentally a service industry in 
need of a better understanding of the educational products it is being asked to 
deliver... .The literature on management has Uught that three elements are key to the 
success of a service enterprise: (1) know the customer, (2) ctfmmit the organization to 
specific service goals; and (3) establish strong feedback loops that continuously measure 
the providers' success in achieving these goals.**^^^ 

22A. Make teaching a central subject of discourse, with institutional leaders taking 
primary responsibility for the quality of the discussion. (Institution Based) 

22R Make teaching a subject of intellectual curiosity and creativity, providing 
faculty with a forum for demonstrating the importance of teaching to their 
disciplines and to one another. (Institution Based) 

2 2C Create programs and/or incentives to encourage collaborative teaching within 
and among departments to stress the importance of context and relation in the 
acts of learning, thinking, and knowing, institution Based) 

22D. Make effective teaching a criterion weighted equally with research in the hiring 
of faculty, as well as in tenure and promotion decisions. (Institution Based) 

"Granting tenure to the superior teacher who chooses to focus on teaching rather 
than research will go a long way toward changing how facuhies measure their 
worth."i59 

22E. Make direct investments in teaching and curricular development that parallels 
the institution 's direct investments in research and publication. 
(State and Institution Based) 

22F. Restructure graduate education to make teaching, the effective packaging of 
concepts for teaching, and the development of instructional materials central 
components of degree attainment (Institution Based) 

The need to greatly increase the extent to which graduate students are *'Uught to 
teach*^ was pointed out in a 1985 report prepared by the Association of American 
Colleges: "(T)he teaching assistantship is now a device for exploiting graduate 
students in order to relieve senior faculty from teaching undergraduates. The 
tradition in higher education is to award the degree and then turn the students 
loose to become teachers without training in teaching or, equally as ridiculous, to 
send the students off without (graduate) degrees, with unfinished research and 
incomplete dissertations hanging over their heads while they wrestle with the 
responsibilities of learning how to teach. Only in higher education is it generally 
assumed that teachers need no preparation, no supervision, no introduction to 



l^Bpcw ChariUble TrusU. Txaming Slope." Policy Perspectives. November 1991. p. 1. 
l^^cw ChariUble Tmsts. "Back to Business/ Policy Perspectives, September 1990, p. 5. 



teaching. ••^^^ The AAC report was especially pointed in its remarks about the 
quality of training for most teaching assistants when it said: ""As an initiation rite, 
the teaching assistantship is almost invariably a disaster: It says to the initiate that 
teaching is so unimportant, we are willing to let you do it.**^^^ 

23. Make clear who is in charge, 
fnstitution BasQd) 

23A. Strengthen the hands of department chairs, 

2SR Give deans the capacity to make personnel changes more easily and with less 
political consequence. 

Summary 

The options outlined in this section are not presented with the intent that they be considered 
exhaustive, or even that the individual options necessarily represent good ideas. Instead, it is intended 
to provide a fair representation of the kinds of reform initiatives that are being considered, and often 
implemented, at colleges and universities across the country. While many specific approaches are 
offered, the national literature revealed several common threads that connect them all: 

• A renewed focus on mission and targeted areas of excellence; 

• An avoidance of micromanagemeni in favor of developing incentive and reward 
systems which encourage efficiency, quality, and accountability; and 

m A recogfiition that a high-duality undergraduate instructional program must lie at the 
heart of every college and university. 

The following quotations, also taken from this body of literature, convey quite accurately a sense 
of the general direction that the higher education policy debate is taking nationally: 

"What is clear is that the challenge facing higher education is no different from that facing 
most American enterprises. The nation's colleges and universities need to become more 
competitive - leaner, perhaps meaner, certainly more focused, with simpler orgamzations 
and a greater ability to make collective investments in targeted programs and projects. 

•'The calls urging colleges and universities to improve their productivity are coming thick 
and fast {Economist 1992; AGB 1992; Bok 1992). Many institution leaders now agree on 
the need for restructuring: the questions are ''what'' and ''how?" One useful formulation 
holds that, to restructure, an institution should realign itself with its missions and 
markets, reengineer administrative and support services, regain the ability to deploy the 



^^^Association of American Colleges. Integrity in the College Curriculum: A Report to the Academic Community, 

(Washington, D.C.: Association of American Colleges). 1985. 

^^^Ibid..p.41. 4 r . 

^^^The Lattice and the Ratchet, op. cit, p. 5. i 1 
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faculty resource, and reform its resource allocation and information systems.''^^^ 
(Emphasis added) 

"A final comment. We are in the midst of a major discussion in American higher 
education about restructuring K-1 2 education. I think the better word is redesign. There 
is no reason we should not also be prepared to talk about a restructuring or redesign of 
higher education. For example, why are we so locked into the 'course' as a basic building 
block? What we should be asking is this: how do you put together learning experiences? 
If we change the building block structure and break the mold on the curriculum, we would 
begin to get at the (academic) ratchet effect. And if you get at the ratchet eflFect, then you 
also get at the underlying problem of cost-price spiral. This may be the moment in our 
history when we have to find the internal fortitude to ask basic questions about how this 
enterprise is put together, and do it in such a way that over a period of years we can begin 
to change the enterprise itself 



^^^Resource Allocaiicn Reform in Higher Education, op. cit., p. 1. 
^^The Dynamics of Academic Productivity, op. cit.. pp. 30-31. 
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Section 8. A Framework for Institutional Cliange 
and Promising Examples in Other States 



INSTITUTIONS have found that there is no quick-hit strategy that will transform them 
overnight into fundamentally more efficient or effective organizations. There are no large 
centers of profligate waste and mismanagement to identify and correct. If it were only that 
simple. Instead, as the previous sections show, the current problems facing higher education exist 
largely at the margin, the resuh of an incremental shift over time in relative emphasis and focus. 
While the process of refocusing institutional priorities and resources must be started and 
consistently encouraged from the top, it takes time and is difBcult, if not impossible, to mandate. 
Instead, the process of meaningful change ultimately depends on the cumulative effect of 
individual efforts undertaken by faculty, administrators, and support staff working at the local 
level. 

State and higher education leaders have an important role to play in encouraging, prodding, and 
even goading institutions into being as effertive and efScient as they can be, but there are limits to 
what can be accomplished "from the top." Colleges and universities across the country are 
discovering that to be truly successful in these efforts, real change can only be brought about as 
the result of a widespread institutional commitment to do so. Thus, while it is important to 
identify what policy makers might do to encourage this process (see Section 7), it is equally 
important to state cleariy what cannot be done, what must of necessity be lefl to campus and 
departmental processes to accomplish. Consequently, this section does not focus on quantifying 
the likely effects of specific state-level or institutional "options," so much as it highlights the 
pivotal role that institution-based mechanisms must play in encouraging a commitment to local 
change and improvement. 

Many of the options outlined in Section 7 are being implemented by colleges and universities right 
now in other states. However, individual options are not being pursued in isolation; they are 
being implemented in the context of broad inbtitutional strategies that are designed to 
simultaneously improve institutional efficiency and effectiveness. While there are any number of 
approaches that aim to bring about widespread organizational change of this kind, one in 
particular is drawing attention from higher education leaders nationally. Specifically, a review of 
the current national literature shows that a growing number of institutions are attempting to 
reshape their operations at all levels through application of the basic principles of Total Quality 
Management (TQM). In order to understand the context underlying these strategies, and the 
manner in which they seek to encourage the pursuh of improved efficiency and quality at the local 
level, this section provides a brie' summary of the basic principles of TQM and how they relate to 
the academic setting. Several examples of specific institutional initiatives are also provided. 



^''^This description of TQM and ils relationship to higher education is synthesized in part from an article by Mary 
Ann Heverly and Robert Comcsky eniiUcd "Total Quality Management: Increasing Productivity and Decreasing 
Costs," New Directions for Institutional Research, Fall 1992, pp. 103-1 14. 




Total Quality Management 



Definition of TQM 

While it is probably not useful here to describe in great detail the Total Quality Management 
approach, in general terms it is based on the premise that work can be conducted more cflBcicntly 
and effectively without requiring additional resources. TQM begins with data gathering on 
customer requirements (e.g., students, society at large, and internal and external clients of 
services), operational measures of those requirements, and data gathering on these measures to 
determine how well the requirements are being met. That is, how effective the processes arc in 
delivering what the customers need. EflBciency is improved by gathering data on the processes in 
order to bring to light areas of rework or complexity. Removal of rework and complexity frees 
resources vnXhm a campus that can then be directed toward the real mission of the institution. 

TQM offers an institutional culture that drives everyone in the organization to use data as a means 
to promote and achieve ongoing improvements in quality and efficiency. In addition, it provides 
specific methods and tools for accomplishing those goals. The potential impact on an institution 
implementing TQM can be profound and far-reaching, eventually transforming it into what Senge 
(1990)^^^ calls a •^learning organization." 

Applying TQM to Higher Education 

During the 1980s, many American businesses turned to TQM as a means of retaining or regaining 
a competitive position in the marketplace. During the last half decade, businesses in the service 
sector, nonprofit organizations, and government agencies have adopted TQM to help them run 
more efficiently in a time of diminishing resources. Although education has lagged behind in 
exploring TQM, a groundswell of interest is now emerging as executives and administrators seek 
new and better ways to conduct their educational operations. 

To give an example of the very local level at which change occurs when using this approach, 
Coate (1990)^"*^ has reported on productivity gains resulting from TQM at Oregon State 
University, where a team from physical plant studied the process of conducting a remodeling 
project, implemented changes based on the data, and reduced the average cycle time by 23 
percent. Another team studied a problem with unanswered telephone calls to the oflBce handling 
staff benefits. Study of the process led to improvements that boosted answered calls by 40 
percent and reduced staff time spent on these calls from 35 percent to 1 percent. The 
improvements reaped the additional benefit of reduced complaints from internal customers 
(employees). 

The importance of the process focus in TQM is illustrated by an example from a team studying 
the photocopying system at Delaware County Community College. The volume of copying had 
been a concern and it dropped by over 400,000 copies in the first nine months of 1989-90. 
However, if this were the only effect of the team's work, one might question whether the results 



^'^^Scngc. P.M.. The Fifth Discipline: The Art and Practice of the Learning Organization, (New York: 
Doubleday), 1990. 

^^'^Coalc. L.E.. An Analysis of Oregon State University's Total Quality Management Pilot Program, (CorvalUs. 
OR: Oregon Sute UniversityX 1^90. 
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justified the expenditure of resources to attain them. The most striking result was an average 
daily reduction of 11. 5 hours in the time secretaries were spending on photocopying. 

In another example, TQM was implemented in the School of Science, Management, and 
Technologies at Edinboro University of Pennsylvania. In initial surveys during the implementation 
period, academic department chairs reported that their major problem was an unresponsive and 
adversaria] administration (the faculty is unionized on this campus). After two years of refining 
and instituting the long-range plan and TQM, the department chairs no longer perceived "we 
versus them" (union versus administration) to be a problem. The problem, as perceived by the 
chairs, was not with the people but with the processes and systems. Although solid academic 
programs were initially perceived to be a strength, in two years every pro-am had been 
substaniially or completely revised. 

As a result of the new openness and enthusiasm, several faculty members began to experiment 
with different teaching methods: teleclasses, video courses, team projects, case studies, inquiry 
methods, and discussion. The experiments were presented at an academic festival and provided 
ideas for fiiture research. Faculty became interested and attended seminars on teaching-learning 
styles and syllabus preparation. 

Although instittition-wide trend data on expenditures are still scarce because implementation has 
been recent on many campuses, these specific examples are typical of those found in the literature. 
Also, the nature of the TQM approach requires a long-term view because its implementation takes 
time and effort. It is not a quick-fix solution, and a significant part of the return on investment 
emerges only after a careful and locally based analysis of an institution's fiinctions. Nevertheless, 
the literature is replete with anecdotal examples of the kind previously described. 

« 

Implications of TQM: Ongoing Training and Education 

Implementation of TQM requires that institutional leaders make a firm and enduring commitment 
to changing organizational culture, as well as to educating staff in the specific methods and tools 
of Total Quality Management. Opportunities and incentives for putting the method to actual use 
must be provided. The effort demands a substantial investment in resources, but if the institution 
maintains its commitment to implementing TQM, evidence shows that the time and effort 
eventually will be rewarded by a continuing stream of improvement projects, both large and small, 
that over time will continue to improve both institutional efiBciency and effectiveness. 

In one study of the implementation of TQM in educational settings, the results varied according to 
the degree to which TQM had actually been adopted.»<8 If employees had assimilated the 
concepts and were encouraged by managers to use the tools, the return on investment was $33 
per $1 invested. If cither the process focus or the quality tools was adopted by employees and 
supported by managers, the break-even point was reached. If there were no follow-up efforts to 
ensure on-the-job applications, the return on investment was negative. The lesson drawn was that 
top management had to drive the transformation, not merely give it lip service. 



l''8wiggenhom, W.. "Motorola U.: When Training Becomes an Education," Harvard Business Review, 1990, 68, 
pp. 71-83. 
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Summary 

TQM not the only approach available to institutions in the eflfort to systematically improve 
efficiency and quality at the local level, but its application is becoming increasingly prevalent as 
colleges and universities grapple with the challenge of accomplishing more with fewer resources. 
One strength of TQM, as it relates to higher education, is its reliance on broad incentives coupled 
with local decision-making authority. The keys are to set realistic outcome goals; to construrt 
rational incentive, reward, and accountability systems; and to provide local units with the tools 
and authority they need to make decisions consistent with them. 

(The preceding discussion of Total Quality Management is based in large part on "^Total Quality 
Management: Increasing Productivity and Decreasing Costs, " by Mary Ann Heverfy and Robert 
A. Comesky, New Directions for Institutional Research, Fall 1992. pp. J 03-1 14.) 

The University of Michigan: A Case Study 

In 1990, recognizing that it was facing substantial fiscal challenges in the years ahead, the 
University of Michigan began a lengthy process of open and honest introspection, the goal being 
to engage the entire campus community in a frank conversation about the future of the institution. 
Of critical importance from the beginning was the willingness of institutional leaders to address 
the need for fiindamental long-term change. Like many other institutions, one of the products of 
this process was a decision by the University of Michigan that it begin implementing its own 
version of TQM. However, far more important to California than the specific recommendations 
the process generated, is the manner in which leaders created an environment in which the campus 
community not only accepted but embraced the need to set priorities and make difficult choices. 

The University of Michigan began its "process of renewal" by forming a Task Force on College 
Costs and conducting three major analyses which "intended to provide a factual basis for the 
discussion of the institution's position, problems, and remedies." They included: 

Cost Analysis 

"The first analysis was a major review of the University of Michigan's costs during the 1980s. 
This study was intended to be the major data source for the work of the task force and was 
guided by the most prevalent criticisms aimed at higher education in general (e.g., the 
Massy/Zemsky framework) ... 

Staffing Analysis 

"The second major analysis looked at trends in staffing pattenis. The staffing analysis sought to 
increase understanding about the amount and sources of growth that had occurred by looking at 
funding source, job families, and organizational placement ... 

Revenue Analysis 

"The third analysis was a revenue crystal ball that focused on the revenue streams of the general 
fond. It presented the history of each revenue source over the past decade, explaining how 
increases had been achieved, and then projected each revenue stream to 1995 based on a set of 
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realistic assumptions. The revenue analysis was an important tool for promoting recognition of 
the constrained circumstances that (UM) faces...in the years ahead."^^^ 

Task Force Report 

The resulting task force report. Enhancing Quality in an Era of Resource Constraints^ was 
released in June 1990. '*Thc task force viewed the report as the first step in a longer process. It 
was not a perfect report with a well-formulated plan, but rather a conceptual think-piecc' for 
change. The intent was to lay issues and recommendations before the university community in 
order to begin the process of change. The task force deliberately chose not to make specific 
recommendations about budget priorities or reduaions but tried instead to provide a fi-amework 
for change that, if followed, would lead to significant improvements in the university's ability to 
achieve its objectives over the coming years.**^^^ 

The University of Michigan and TQM 

The University of Michigan has chosen to address its challenges, in part, by applying the 
principles of Total Quality Management. After a period of carefiil internal scrutiny and analysis, 
this institution's broad recommendations were grouped into three categories: (1) Cultural Change, 
(2) A Quality Approach, and (3) Budgeting and Planning Systems.^^i u[^y of the specific 
recommendations resulting fi'om this process were listed and discussed in more detail in Section 6, 
however they are reproduced here in sunmary form to show how, for the University of Michigan, 
they have been incorporated into broad, yet coherent, cost-containment and quality improvement 
strategies. 

Cultural Change 

• More focus on Institutional and Local Missions 

• Less control and oversight, more accountability 

• Move decision making down in the organization 

• More risk taking, less consensus management 

• Realize the fiill potential of people in the organization 

A Quality Approach 

• Customer orientation 

• Take work out of the system 

• Statement of mission 

• Innovation by substitution 

• Have continual improvement as a goal 

Budgeting and Planning Systems 

• Recognize fiitl costs 

• Tie unit budgets to activities in a direct way 

• Expand the time fi^ame of budgeting and planning 

• Budget revenues first 



^^^The University of Michigan Initiatives, op. cil. 

>50ibid. 
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While the process under way at the Univeraty of Michigan has not been in place long enough to 
demonstrate its overall effectiveness, or to quantify the long-term potential for improvement b 
quality and efficiency, institutional leaders arc convinced that they will succeed. Marilyn Knepp, 
Direaor of the Office of Academic Planning at the University of Michigan recently expressed 
that confidence: •'We believe that the 1990s will be years of change for us, as significant as that 
experienced in the 1980s. Our institutional goal is to meet and shape the challenges that lie ahead, 
with the overall excellence of the university as the primary objective. Anticipation of hard times 
to come has not lessened our expectations for the university, but we recognize that those 
expectations will be harder to realize. The recommendations of the task force provided the 
university with a new conceptual fi-amework for identifying solutions to the problems of the 
1990s. The University of NCchigan has made progress in many areas mentioned in the report, but 
the process of change is ongoing and lengthy... Nevertheless, the leaders of the university are not 
daunted by the size of the task that faces them." 

For readers interested in exploring additional case studies of institutions that are pursuing their 
own comprehensive cost-containment and quality enhancement initiatives, the following works 
are recommended : 

University of Michigan 

Knepp, Marilyn. •'Renewal in the 1990s: The University of Michigan Initiatives, New Directions 
for InsUWtioml Research, ¥3i\ 1992. 

Ore gon State Vruversity 

Coate, L.E. An Analysis of Oregon State University's Total Quality Management Pilot Program, 
(Corvallis: Oregon State University), 1990. 

Syracuse University 

Mooney, C.J. "Syracuse Seeks a Balance Between Teaching and Research," Chronicle of 
Higher Education, March 25, 1992, pp. Al, A14-A16. 

University of Delaware 

Middaugh, Michael F., and David E. Hollowell. '^Examining Academic and Administrative 
Productivity Measures," New Directions for Institutional Research, Fall 1992. 

Franklin and Marshal l College 

Hofl&nan, Richard B. "Repositioning for the Future: Franklin and Marshall College," New 
Directions for Institutional Research^ Fall 1992. 

Bryn M awr Coll ege 

Pew Higher Education Research Program. "Bryn Mawr College: Achieving Financial 
Equilibrium,*' Policy Perspectives, 1991,3 (2), 14B-15B. 
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Fox Valley Technical Colleg e 

Spanbauer, S.J. Measuring and Costing Quality in Education, (Appleton, Wis.: Fox Valley 
Tcclmcal College Foundation), 1989, 

Motorola University 

Wiggenhom,W» •'Motorola U: When Training Becomes an Education," Harvard Business 
Review, 1990, 68. 
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Section 9. Conclusion 




HERE is no silver bullet or quick fix that will improve institutional efficiency and quality, 
as the preceding pages clearly show» The process is long-term, laborious, and has as 
much to do with changing orgamzational culture as h has to do wth spreadsheets and 



ledger books. Indeed, the implications for higher education of both resource reallocation and 
cost-containment go far beyond simply finding a way to balance the books during periods of state 
budget deficits. 

The State role for encouraging efficiency and quality 'improvement in higher education is 
substantial. The national literature indicates that for state policy makers to be a productive 
influence in this process, it is especially important that they establish reward, incentive, and 
accountability systems that recognize broad state goals, while avoiding micromanagement (which 
drives up costs at little demonstrable benefit). For these effi^rts to be succcssfiil, however, the 
literature is just as clear that institutions must also embrace the chaUenge themselves. 

The common feature of successfiil initiatives elsewhere in the country seems to be that campuses, 
at all organizational levels, have adopted the notion that it is possible to significantiy improve 
institutional focus and performance without spending more money. By making this quantum leap 
in organizational outlook, colleges and universities are discovering that in many areas they can 
significantly reduce costs while improving quality and productivity. 

On the other hand, achieving basic changes in institutional culture can also be a difficult and even 
painful process. Some fear (incorrectly) that they are admitting to past mismanagement and waste 
if they acknowledge that they can now contain costs without sacrificing quality. A joke overheard 
at the 1985 Cal-Stanford **Big Game" illustrates the point: A student partisan asks his 
companion: "What do Stanford and the Soviet Union have in common?" The companion has no 
idea, so the student answers: "Neither can improve, since they both claim theyVe already 
perfect/'i^^ 

There is much truth in that joke as it relateJ to the former USSR (although it no longer applies), 
and there is some truth in it today with regard to elite institutions of all kinds. When one aspires 
to be (and maybe even is) the best in the worid, there is a natural reluctance to display 
vulnerability by conceding that there is still significant room for improvements This problem 
could be particularly pronounced in California, where for decades all three public systems have 
legitimately prided themselves as being among the very best in the worid at what they do. Still, 
being the best is not the same as being perfect, as TQM studies invariably show. 

In recent years, institutions as prestigious as Stanford and the University of Michigan have taken 
courageous first steps toward reshaping thek operations to meet the challenges of the future. 
Remarkably, the leaders of these outstanding universities are finding that sustained cost- 
containment efforts and a firm commitment to refocus their institutions are enabling them to 
actually improve institutional performance. In light of the monumental challenges facing 
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California higher education, perhaps the time hus also come to consider similar strategies here. 

At the same time, this conversation must stay grounded in the understanding that certain aspects 
of California's experience are unique. The need for enrollment growth wQl require that higher 
education receive significantly more, rather than fewer, resources in coming years. This means 
that instead of generating cash savings for the state, successful cost-contmnment will produce 
opportunities for the internal reallocation of resources m an attempt to maxinuze efiSciency and 
hence the number of students who can be accommodated. Over the next twelve years 800,000 
more eligible students will seek college admission, ready, willing, and able to succeed. As CPEC 
has stated repeatedly, the overriding priority is to preserve quality while accommodating as many 
of these students as possible. The real challenge, as the University of Michigan, Stanford, and 
others have discovered, is to define quality in terms that are more meaningfiil than just the status 
quo, plus fimding for inflation, cost-of-living-allowances, merit salary adjustments, and enrollment 
growth. 

In higher education's defense, *'draconian'' is not too strong a word to describe the eflfect that the 
last three years have had on colleges and universities. The budget process has been unpredictable 
and non stop, allowing no time for careful planning for the future. Little wonder institutions feel 
under siege, given the speed and depth of recent cuts. Nevertheless, this is also one of those rare 
occasions when it is possible to ask fiindamental questions about how and why we carry out the 
business of higher education in the manner we do. California higher education has achieved 
greatness on an unprecedented scale, but at this critical juncture mstitutions cannot afford to cling 
blindly to past arrangements, evading a realistic appraisal of what the future now holds for them. 
The fact is, the prospect that higher education faces a decade of mounting enrollment pressure 
and a declining share of state resources leaves little choice. The real options are evident: 
California's public colleges and universities can continue to lurch fi-om year to year, taking cuts on 
an ad hoc basis as they bemoan the destmction of a once great system; or, they can begin the 
process of setting priorities and planning rationally on how to live, and maybe even flourish, on a 
"revenue diet." 

It may seem difficult to believe from our current vantage point, but reform efforts under 
way in other states tell us that if the crush of the moment can be set aside just long enough 
to allow for some careful and systematic planning for the future, then in the end, with 
comnutment, determination, and patience, California's public colleges and universities may 
even emerge fi-om this crisis all the better for having been through it. Recent comments by 
some higher education leaders in California are encouraging, as they articulate both an 
understanding that this is a long-term challenge, as well as a willingness to consider major 
organizational changes as a response. The views and priorities of these leaders will be 
critical, since the future of California's next generation of potential college students will 
almost certainly depend on which path they choose to follow. One thing is clear, and as 
the title of this Occasional Paper implies, business-as-usual will not sufiBce. 
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